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UNITY AND NATIONAL DEFENSE 


HESE ARE troubled times in 
"| oe affairs, and truly a state 
of national emergency exists which 
calls for our united effort in these 
United States — not only to lend 


every possible aid towards the 
planning and successful carrying 
out of a national defense program, 
but towards the building of an 
internal unity and strength through 
which the mighty forces of our 
nation can flow. Then indeed we 
shall have a state of preparedness 
calculated to discourage any power 
or combination of powers aiming 
to disrupt the American way of 
life. 

There is a further method by 
which stock insurance can serve in 
advancing the cause of prepared- 


ness and in the defense of the 
American Business System. It is 
suggested in a speech made re- 
cently by an executive of one of 
our member companies from which 
we quote: 

‘In every one of the three thou- 
sand odd counties in the United 
States there is room for an organ- 
ization devoted to preparedness 
and home defense. Almost every- 
where such bodies are already 
in being. Make yourselves a part 
of this movement in your own 
county, but do so as representa- 
tives of your local insurance ex- 
change and certainly as qualified 
representatives of the insurance 
industry... .And as you do 
that, you will find that you are 
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identifying your business and your 
way of life again with American 
business and the American way of 
life. Let’s show that stock insurance 
is thoroughly American in peace 
and in war. Let’s show that the 


agent or broker who knows his 
community is prepared to render 
in times of national stress that full 
measure of service to his com- 
munity which he renders to his 
clients in times of peace.” 


ee 
OF READER INTEREST 


Items for Prospects. You have noticed 
doubtless that, from time to time, we 
publish items or illustrations which 
you advantageously can show directly 
to, or discuss with, your clients and 
prospects. While these are somewhat 
limited in number, those which do 
appear nevertheless can be used 
effectively. Examples: May, pages 9, 
11, 13, 24, 60 and 61; June, 8, 19, 53 
and 54 (this latter page was particu- 
larly popular); July-August, 3, 6, 7 
29, 40, 48. 


File Your Copies. Many articles here are 
of lasting interest, while frequent foot- 
notes make easy any cross-references 
to articles in other issues which, taken 
all together, give a much more com- 
prehensive picture of the subject under 
discussion, than can one in- 
dividual article in the 
limited space available at any one 


any 
somewhat 


time. Careful filing of all back 
copies also will enable you to have 
some local printer bind them into a 
permanent volume for you at the end 
of the year. 


Spelling of Names. Every effort is made 
at the offices of the JouRNAL to see that 
this magazine is addressed to you 
properly, as regards both name and 
address. Since, however, names sub- 
mitted to us sometimes go through 
two or three hands even before reach- 
ing us here, it might be well, when 
you receive your copy, to check your 
name and address as it appears on the 
label on the wrapper, and let us know 
promptly of any changes to be made. 


New Addresses. If you plan to move, 
let us know as far in advance as pos- 
sible. And be sure to give your old or 
present address, as well as the new. 


Ol” ?'0C Wl) > 
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@ Apathetic Attitude Only Obstacle 
to Vastly Greater Writings 


Burglary, Robbery, Theft and Larceny * 





Nation’s Crime Bill Four to Seven Times Greater 
Than Its Fire Losses. A Serious Crime 
Is Committed Every 21 Seconds 





E. H. 


* Production of burglary and rob- 
bery premiums has not reached 
the level of prominence it prop- 
erly merits, yet few insurance fields 
have received better preliminary 
cultivation for intelligent effort by 
insurance producers than the 
burglary and robbery lines. 

Newspapers are replete with 
news accounts implanting the need 
for coverage against the depreda- 
tions of criminals. Experts vari- 
ously. estimate that the nation’s 
crime bill is from four to seven 
times greater each year than its 
fire losses. 

Yet in 1939, writings of burg- 
lary and robbery business by all 
classes of carriers amounted to 
only $26,950,756. In 1938, the 
volume was $27,431,903, shrink- 
age probably being due entirely to 
premium reductions. 

Authentic FBI figures, based 
on approximately half the U. S. 


*See also ‘America Needs Crime In- 
surance,” THe CasuaLTy AND SURETY 
JournAL, June, 1940, page 8. 


LUECKE 


population, clearly point the way 
for intelligent solicitation. These 
reports in 1939 show 35,276 known 
cases of robbery, 191,316 instances 
of burglary (breaking or entering), 
and 492,073 instances of larceny 
and theft. Viewed from the rate of 





ONLY 23% RECOVERED 
OF STOLEN PROPERTY 


STOLEN 
$13,127,625 





RECOVERED 
$3,019,719 


ll 


FBI figures for 1939, covering 
currency and notes; jewelry and 
precious metals; furs, clothing 
and miscellaneous. (Automobiles 
not included.) 
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such crimes to each 100,000 of 
population embraced by the re- 
ports, robbery shows an annual 
trend of 55.2%, burglary 349.6% 
and larceny 899.1% instances. 

Compared with 1938, robbery 
shows a slight decline but burglary 
and larceny increased appreciably. 

The average value of property 
stolen provides an_ interesting 
study. In 1939, the averages of 
larceny and burglary were slightly 
lower, but the robbery figure in- 
creased materially. Exclusive of 
automobile losses, the records 
show that values to only 23% of 
those stolen were recovered. (See 
chart on preceding page.) Such figures 
indicate that we all should make 
a determined effort to bring about 
a more widespread use of “crime” 
insurance. 

Based on an estimated total of 
1,484,554 instances, the FBI con- 
cludes that a serious crime was 
committed every 21 seconds in 
1939, and that 1,003 burglaries 
and robberies occurred every day, 
as against only 976 in 1938. 


YOUTHFUL OFFENDERS 


Crime trends clearly prove that 
offenses are not limited to the large 
cities! 

An effective sales argument is 
that arrested criminals are youth- 
ful almost to the extent that many 
are actually juvenile offenders. In 
1939, more persons nineteen years 


of age were arrested than any other 
age group: 125,101. No longer can 
the business man or householder 
contend that no criminal elements 
exist in his locality. Every com- 
munity has its youth, a certain 
section of it frustrated and disillu- 
sioned; every part of the country 


E. H. LUECKE 


has its youthful “hitch-hikers” and 
only too often there comes a time 
when this element feels there is no 
alternative but to break with de- 
cency and pursue a life of crime. 

J. Edgar Hoover, FBI Director, 
said in 1939: 

“The youth problem in crime is a 
national disgrace. The figures com- 
piled by the FBI must make one stop 
and think. They point to a definite in- 





BURGLARY, ROBBERY, 


crease in youthful criminals. It is not 
pleasant to walk through any penal 
institution or jail in America and 
look into endless rows of youthful 
faces. Over 19% of all persons ar- 
rested this year have been under vot- 
ing age. These individuals constitute 
12% of all murderers arrested; 29% of 
all robbers; 46% of all burglars; 33% 
of all thieves; and 54% of all auto- 
mobile thieves.” 


Burglary and robbery premiums 
in any agency can be increased 
many fold if the agent will steep 
himself in the facts which records 
reveal, and emphasize in his so- 


THEFT AND LARCENY 5 


licitation that crime losses can 
and do occur in all communities 
regardless of size or location, 

While certain cities may no 
longer harbor “‘tough”’ elements of 
bygone years, the majority of 
crime is today committed by youth 
and neither youth nor youthful 
crime is peculiar to any locale. 
Further, no more effective circum- 
stances for solicitation have ever 
been encountered than those in 
almost any given neighborhood at 
all after one or more burglary or 
robbery depredations have oc- 
curred there or nearby. 


























The Policyholder Is Best Served Who 
Receives the Trained Services 
of An Agent 


HE premium should cover an amount sufficient to compen- 

yes the local insurance agent for the time and study he 
has given to the needs of the policyholder, and this service, 
when properly rendered by an individual agent, is worth 
value received. 
The policyholder is best served who receives during the entire 
period of his contract the trained services of an honest agent in 
the writing of the business, and the expert supervision of home 
office underwriters and engineers in reducing losses by careful 
selection of risks. 


Hon. JAMES M. McCORMACK 


Insurance Commissioner of Tennessee 


THE AGENT IS WORTHY OF HIS HIRE 




















@ There Has Been Too Much 


Discussion of “ Net Cost” 


The Producer’s Service Is Worth Money 





The Insurance Policy Is Just As Valuable 


As the Service That Goes 


with It. 


Part That Agent Plays Is Shown. 





HON. JAMES M. MCCORMACK 


* PeopLe differ as to the best form 
of insurance coverage, but it might 
be safe to say that the best form 
is that which serves the individual 
purchaser the best. 

Personally, I am not a great deal 
impressed with the theory that 
insurance should be sold at a rate 
that covers only actual losses. I 
am a good Democrat but not a 
Socialist. 

I would rather look upon in- 
surance as a medium, guaranteed 
as to every reasonable financial 
safety by funds safely invested, to 
provide reasonable return — as a 
great industry that not only pays 
promptly the fair claim in sound 
dollars, but also provides addi- 
tional wealth to our communities 
through earned compensation or 
commissions on a fair and equi- 
table basis to the agent or investor, 
such compensation being not ex- 
cessive but limited to the value of 
the service rendered. 

The service rendered by the agent 
and the company, including the 


service of the claim department, 
the sales department, and the 
sympathetic interest of the home 
office to the extent that it benefits 
the policyholder, zs just as valuable 
as the policy claim itself. 

Another thing that I like about 
the theory of proper compensation 
for service rendered, is that it fits 
into the American system of barter 
and trade and individual oppor- 
tunity. It is not a vicious circle 
that will eventually rebound to 
the detriment of those who prac- 
tice the theory of individual 
economy to the foolish extent of 
interfering with the American 
principle of barter and trade. 

The merchant who decides that 
he can save a few dollars by bind- 
ing himself with other merchants 
of the same class and reinsuring 
each other’s risks, without clerical 
cost or agents’ cost or home office 
cost, theoretically would produce 
a saving, provided the plan func- 
tioned and the claim was actually 
paid. 
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ADVANTAGES OF CAPITAL 

However, lacking home office 
supervision and capital structure, 
time has proven that the assess- 
ments in many cases would be de- 
faulted and that at the first un- 
favorable turn of loss experience, 
the most selfish and cold-blooded 
business type included in the group 
would desert from the ranks and 
leave unpaid claims and future 
claims on the shoulders of the re- 
maining few. Not only would this 
plan lack a scientific background 
of safety and rating structure, but 
it \.ould fail to produce in the 
merchant’s community wealth for 
other people, all of whom are po- 
tential customers of the merchant. 


Farr PREMIUM 


There has been too much dis- 
cussion of the net costs of all types 
of insurance, by breaking down 
the actual losses paid and disre- 
garding legitimate expense items 
such as referred to. 

The premium should cover a 
sufficient amount to compensate 
the local insurance agent for the 
time and study he has given to the 
needs of the merchant or the 
farmer. This service, when properly 
rendered, by an intelligent agent, is 
worth value received. 

Who owns the stock of insur- 
ance companies is immaterial — 
whether the stock is owned by one 


individual or two individuals, or a 
thousand individuals, or whether 
each policyholder is an owner of 
stock providing the financial struc- 
ture that furnishes working capital, 
ample reserves and a margin of 
safety. 

I certainly have no reason to op- 


HON. JAMES M. MCCORMACK 


pose the theory that a policyholder 
has the right to own a share in the 
company, provided that policy- 
holder actually invests through a 


sound medium in the financial 
structure of that company. 

I do think and believe that the 
direct writing of insurance busi- 
ness is contrary to public policy 
and that it is detrimental to the 
policyholder. 





@ Learn About This At Once 


New “Comprehensive 3-D” Policy 





Loss through Dishonesty and Money and 
Securities All-Risk Hazards Now 
Covered in One Package 





* A FURTHER major step in the 
simplification of insurance cov- 
erage for the convenience and 
increased protection of the insur- 
ing public is accomplished in a 
new policy for commercial con- 
cerns placed on the market July 1, 
embracing within a single con- 
tract coverages which heretofore 
required the writing of five sepa- 
rate policies. 


**COMPREHENSIVE” 


The new policy, known as the 
Comprehensive Dishonesty, Dis- 
appearance and Destruction Pol- 
icy, is designed to provide in the 
one contract complete coverage 
for commercial concerns against 
losses resulting from _ burglary, 
embezzlement, forgery, fraud and 
similar dishonest acts committed 
either by employees or persons not 
employed by the assured. In addi- 
tion, it indemnifies against loss 
caused by the disappearance or 
destruction of money and secu- 
rities. 

As the policy embodies cover- 
ages belonging to both the casualty 


and fidelity fields, it was formu- 
lated and drafted by the three 
recognized organizations in those 
fields, the National Bureau of 
Casualty and Surety Underwrit- 
ers, the Surety Association of 
America, and the Towner Rating 
Bureau. The facilities and experi- 
ence of all were united in devising 
and executing the comprehensive 
coverage and policy form. 

Among other things the new 
policy probably establishes a rec- 
ord for conciseness. It contains 
five insuring agreements embrac- 
ing the following coverages: 


Loss through dishonesty of em- 
ployees; loss of money and securities 
within premises, including damage to 
premises and equipment; loss of 
money and securities outside prem- 
ises, and other loss and damage out- 
side premises; loss of securities from 
safe deposit boxes; and loss through 
forgery of outgoing instruments. 


CONCISE 
The terms of these insuring 


agreements are set forth, in simple 
language, in nine concise para- , 











(Brief and Informal Description) 
NEW COMPREHENSIVE 3-D POLICY 


INSURING Loss Through Dishonesty of Employees: This agree- 
ment gives coverage comparable to that given by 
AGREEMENT 2 . - 
the primary commercial blanket bond. The list 
of hazards is the same, larceny, theft, embezzlement, forgery, misappropria- 
tion, wrongful abstraction, wilful misapplication, or any other dishonest or 
fraudulent act or acts, committed anywhere during the policy period by any 
employees acting alone or in collusion with others. Indemnification is for all 
direct loss, covering money, securities, and other property. 
INSURING ll er of oo and — ye Maonmeags a 
AGREEMENT cluding Damage to Lfremises an quipment: us 
agreement gives coverage comparable to that 
given by the premises all-risk policy and certain coverages from the money 
and securities destruction policy, the mercantile safe burglary insurance 
policy and the combination messenger and interior robbery policy. It covers 
all direct loss of money and securities occurring within any of the premises, 
caused by any actual destruction, disappearance or wrongful abstraction, 
also all damage (except by fire) to any of the premises, their furnishings, 
fixtures and equipment, caused by robbery, burglarious entry, or attempt 
thereof, provided the assured owns the property so damaged or is liable for 
such damage. 
INSURING lll —_ ufo et asec —— vice nang 
AGREEMENT ther Loss an wane utside Premises: 11s 
agreement gives coverage comparable to that 


given by the messenger all-risk policy and certain coverage from the com- 
bination messenger and interior robbery policy. It covers all direct loss of 
money and securities occurring outside the premises caused by actual de- 
struction, disappearance or wrongful abstraction while being conveyed by a 
custodian; also for all loss or damage to the wallet, bag, satchel, safe or chest 
in which the money and securities are contained, caused by robbery or 
attempt. 


INSURING V Loss of Securities Labs Deposit Boxes: This 
AGREEMENT I agreement is comparable to the securities insur- 

ance policy for lessees of safe deposit boxes. It 
covers all direct loss of securities caused by actual destruction, disappearance 
or wrongful abstraction from within a leased safe deposit box or boxes in any 
burglarproof vault located in named premises; also from within such premises 
while the securities are temporarily outside the safe deposit box or boxes. 
(The acts of officers and employees, of course, are not covered in this agree- 
ment, or in Agreements II and III, because they are covered in Agreement I.) 


INSURING Loss Through Forgery of Outgoing Instruments: This 
AGREEMENT agreement gives coverage comparable to that 

given by the depositors forgery bond. It covers 
losses for the assured’s own account or the account of any bank in which the 
assured has a checking or savings account, resulting from forgery or alteration 
of any check, draft, etc., made or drawn by the assured or his agent. Losses 
due to forgery or alteration of registered or coupon obligations issued by the 
assured, travelers checks, etc., or any instrument drawn with a lead pencil 
other than an indelible lead pencil, are excluded. 














NEW ‘‘COMPREHENSIVE 3-D” POLICY II 


graphs on the first page of the 
printed policy. Each insuring 
agreement is quickly identified by 
a five-word caption set in the left- 
hand margin beside the corre- 
sponding paragraph. The text of 
the entire policy, including gen- 
eral agreements, limitations and 
conditions, occupies only two 
and one-half legal-length printed 
pages, the type being well spaced 
to facilitate reading. 

An assured may take part or all 
of the new policy, according to 
individual needs. Assureds pre- 
ferring the present forms and 
methods of coverage may continue 
to use them without interruption. 
The new policy, it is emphasized, 
does not take the separate cov- 
erages off the market. These older 
forms and coverages are available 
as heretofore. The new form was 
devised to meet the public demand 
for a comprehensive policy cover- 
ing in one package loss through 
dishonesty and money and secu- 
rities all-risk hazards. 

While the final coverage in the 
new form is slightly broader than 
the sum total of that given hereto- 
fore in the separate contracts, 
generally speaking the same rates, 
underwriting rules, and com- 
missions apply to the respective 
insuring agreements as apply to 
the separate policies. 

While the insuring agreements 
in the new policy are comparable 
generally to the separate cover- 
ages, their combination into one 


contract necessarily resulted in 
some alteration of specific pro- 
visions. The result is a slightly 
broader coverage, at no advance 
in rates. Most of the alterations 
amount to clarification of lan- 


guage. Some of the more notable 
changes follow: 


COVERAGE 


1. The forgery insuring agreement 
is made primary to the fidelity insur- 
ing agreement. This change produces 
a number of advantages, including 
opportunity for the assured to econo- 
mize in cost by covering forgery under 
one agreement instead of two. 

2. A joint assured clause is in- 
cluded in the policy; heretofore, this 
purpose was accomplished by en- 
dorsement. 

3. Coverage is extended to money, 
securities, and other property held by 
the assured in any capacity, regardless 
of whether he is responsible for the 
loss thereof. 

4. Coverage of money and securi- 
ties is put on a blanket basis as respects 
premises (Agreement II) and cus- 
todians (Agreement III). Thus, an 
assured may establish new branches or 
change the number of custodians at 
any location without notifying the 
carrier. As to safe deposit box coverage 
(Agreement IV), all depositories may 
be included in the single policy, 
eliminating the need for a separate 
policy for each location. 

5. The comprehensive policy is 
continuous as to term, requiring no 
periodic re-execution. An important 
feature of this change is that the as- 
sured is given an indefinite period for 
discovery of loss throughout the life of 
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the policy. Should the policy, or any 
insuring agreement thereof, be ter- 
minated, the assured is given a sub- 
stantial period to discover loss after 
such termination. 


The comprehensive dishonesty, 
disappearance and destruction pol- 
icy was formulated especially for 
commercial and mercantile con- 
cerns that are exposed to the risks 
covered. It may be issued to any 
assured except a Federal or public 
official or any concern or organ- 
ization eligible for a bankers or 
brokers blanket bond. It may be 
issued, however, to insurance 
companies, foundations and en- 
dowment funds even though they 
are eligible for a bankers blanket 
bond. 

Insuring Agreement I may not 
be written in an amount less than 
$25,000 and additional permissi- 
ble insurance under this agree- 
ment may be written in multiples 
of $5,000 only. No minimum 
amount is required for Insuring 
Agreements II, III and IV, but in 
no case shall the amount of in- 
surance under Agreement II ex- 
ceed the amount under Agree- 


ment I. The minimum for Insur- 
ing Agreement V is $25,000. 
Agreement I is mandatory; II, 
III, IV and V are not manda- 
tory. 

Of special interest is the follow- 
ing official comment on compre- 
hensive insurance policies made 
by Superintendent of Insurance 
Louis H. Pink of New York State 
in his 1939 Annual Report: 


“There has been substantial prog- 
ress initiated during the year whereby 
casualty companies may eventually 
issue comprehensive burglary, rob- 
bery and fidelity policies with broad 
coverages for business other than 
financial institutions. There has been 
a persistent demand for this form of 
protection similar to the so-called 
banker’s blanket bond written by 
surety companies. 

“Tt is well within the possibilities 
for fire and. casualty companies to 
adopt the methods originated at other 
sources and followed in this country 
by the inland and marine depart- 
ments which have led to a growing 
demand for comprehensive coverages 
on the part of insurance buyers and 
which will undoubtedly meet with 
approval by the public generally.” 


ee 


For Value Received 


@ The problem of non-stock competition can be solved in only two ways. 
First, agents must have a thorough knowledge of the insurance they are 
selling, and second, they must impress their clients with their ability to 
serve. Americans buy on value, rather than price alone. — W. D. Petti- 
grew, President, Tennessee Association of Insurance Agents 





@ Is the Past a Worthy Guide 
for the Future? 


Some Safety “Firsts” 





Parking of Chariots Was a Problem in the Days of Caesar. 
Grasshoppers Used to Ruin Train Schedules. Women 
Once Worked Fourteen Hours Daily 





EDWARD R. GRANNISS 


* Sometimes we’re amused — at 
the things we’ve done in the past. 
And sometimes we’re perplexed — 
at the things we have left undone. 

We are not unmindful that 
some of our own commissions and 
omissions of today may even amuse 
later generations. Still, now is our 
opportunity to smile — or marvel 
— at the past. 

Accident prevention offers a 
good field for reflection of the 
follies and the progress of bygone 
days. Witness: 


Railroads — Railroad speed, up 
to 1850, seldom exceeded eighteen 
miles an hour, and travel was 
relatively safe. Light at night at 
first was provided by a pile of 
blazing pine knots on a flat car, 
pushed in front of the locomotive. 
Slippery rails were a source of 
danger, caused by rain, ice and 
even swarms of grasshoppers. (One 
year in Pennsylvania, grasshop- 
pers were so thick as to interfere 
with the running of trains, and 


men with brooms were employed 
to precede the trains and sweep 
the tracks clean.) It was about this 
time that someone thought of 
using an abrasive and the sand- 
box as a safety measure was in- 
troduced. 

Signal systems also came into 
use early. Before the days of time 
tables, the station agent climbed 
to a watch tower when he thought 
the train was about due and with 
a spyglass aimed down the tracks, 
watched until he could see smoke 
from the engine. Then he climbed 
down again to notify prospective 
passengers by ringing a bell or 
shouting. 

Before the steam whistle, fore- 
runner of the automobile horn, 
came into use, an engineer who 
desired to get the conductor’s 
attention would hoist a small flag 
on a pole mounted on the engine, 
which the conductor could see if 
and when he stuck his head out of 
one of the windows. 

Early iron rails often got loose 
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from the ties and either would 
wind themselves up around the 
axle and stop the train or crash 
up through the floor of the car. 
Standard “safety”? equipment for 
a number of years was a sledge 
hammer for pounding down loose 
rails. 

Railroad accidents were as 
great a public shame in 1850 as 
motor vehicle accidents in 1940. 
Regulation No. 238, New York 
State, is descriptive of conditions 
at that time: “The engine man 
must invariably start with care 
and see that he has the whole of 
his train before he gets beyond the 
limits of the station.” 

It was not until 1893 that a 
Federal law was passed requiring 
air brakes and automatic couplers. 
. . . During 1939, only 27 pas- 
sengers were killed on all steam 
railroads in the United States! 

Hours of Labor —In the early 
days in Lowell, Massachusetts, 
women and young children rang- 
ing from six to ten years old, 
worked in the city’s textile mills 
from five in the morning until 
seven at night. . . . In 1867, the 
legislature took notice and passed 
a law for the appointment of 
factory inspectors. Two years 
later there was set up by law the 
first Bureau of Labor Statistics in 
the United States. Industry was 
learning its first lesson. And a few 
years later, the same state passed 


the first enforceable law for a ten- 
hour day for women, having 
learned that long hours of activity 
produced fatigue, and that with 
fatigue came accidents. 

Industrial Legislation — Alabama 
passed America’s first employers’ 
liability act in 1885, and it was 
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not until 1911 that another for- 
ward stride was made in organized 
accident prevention when New 
Jersey passed what is now the 
oldest workmen’s compensation act 
in the U. S. Whereas under em- 
ployers’ liability, plant owners in- 
vestigated accidents to determine 
fault, under compensation acts 
fault ceased to be an important 
factor and they turned their at- 
tention to cause and prevention. 





SOME SAFETY ‘‘ FIRSTS” 


Street Traffic. — Traffic regula- 
tion, too, dates far back into 
human history. 

In the days of Julius Caesar, for 
instance, the parking of chariots 
caused so much congestion on the 
streets and so retarded business, 
that a regulation was established, 
forbidding vehicles to enter Rome 
during business hours. No such 
drastic regulation has been found 
necessary in a modern city. 

A restriction against reckless 
driving was passed in Rhode 
Island in 1678, as the result of a 
child being run down in Newport, 
providing that: 

‘*‘Whereas there was lately . 

a very great hurte done to a small 
childe by exceeding fast and hard 
riding of horses . . . this assembly 
do ordain that any person or 
persons that shall presume to ride 
on either horse, mare or gelding 
ata gallop . . ., said person shall 
for this offense, pay 5 shillings in 
money on demand, 2 shillings of 
which shall be paid to any person 
that shall give information and the 
other 3 shillings to remain for the 
use of said town.” 


Thus everyone was paid except 
the person who was injured. (This 
was before the days of accident 
insurance.) 

In 1757, Boston passed an 
ordinance which read in part: 

“Owing to danger from coaches, 
sleighs, etc., on the Lord’s Days, as 
people going to or from churches, 
being driven with great rapidity, 
it is voted that no coach or other 
carriage shall at any times be 
driven at a greater rate than a 
foot pace, on penalty of 10 
shillings.” 

But it was the Lord Chief 
Justice Ellenborough who in 1812 
made the first rule against parking. 
He stated, in part: ‘‘The King’s 
highway is not to be used as a 
stable yard.” 

Early in the nineteenth century, 
the self-propulsion of vehicles 
began to be the subject of experi- 
ment and invention. It is re- 
ported that in 1836, Parliament 
required to have a man walking 
in front of each vehicle with a red 
flag to warn pedestrians of its 
approach! 

The further development of 





Steam Carriage of Nichola Cugnot, 1770, 
originally intended for use as a cannon- 
hauling tractor. Heavy and awkward, it 
could negotiate a top speed of two and a half 
miles an hour, but was forced to stop every 
few hundred feet so that its boilers might 
generate more steam. 
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©Ghe Orukter Amphibolis of Oliver Evans, 
about 1805, a twenty-two ton steam-propelled 
amphibian monster. Evans intended his ma- 
chine to move on both land and water; he had 
mounted a flat boat on wheels and adjusted 
an engine that would turn both wheels and a 
paddle wheel at the stern. 





such vehicles, however, has brought 
many new problems. The first 
recorded quantity production of 
motor vehicles in the United 
States was in 1896 when four 
were manufactured. Since that 
time, 75,000,000 automobiles have 
been made and over 30,000,000 
of them are at present in use on 
on our streets and highways. 
Industry and traffic and the 


home are three fields which offer 
the “accident preventionist” of 
today big fields for the improve- 
ment of tomorrow. We have come 
a long way in the past. We know 
that many new and formerly un- 
heard-of hazards confront us now. 
We shall rise and meet them suc- 
cessfully in the future. But to what 
degree depends in part on you — 
and you — and you. 


be 


“[|COMING FEATURES 


Brains Replace Brawn on the Police Force as Harold F. Hammond tells 
of the Police Traffic Forums sponsored by the National Conserva- 
tion Bureau of the Association of Casualty and Surety Executives 


Successfully selling stock vs. non-stock coverage is outlined in 
experiences recounted by L. C. Tyler of Bangor, Maine 


Tough Interviews Sharpen the Wits, according to Victor J. Murray of 


Des Moines, Iowa 


Why Accident and Health Insurance? Harold Roos of Boston gives con- 


vincing reasons 


How Valuable Are Accounts Receivable? We asked Paul N. Geery, of 


Philadelphia 





@ Price Is Only Part 
of the Insurance Picture 


Insurance ‘‘Middlemen’”’ Serve the Public 





Efficient Insurance Coverage Rests on More Than Price 
Alone — Selection, Sales and Service Functions of the 
Agency System All Attest to Its Value 





ARTHUR D. CRONIN 


* Any possible elimination of the 
middleman is something against 
which we can argue from the 
viewpoint of the general national 
good, and not from the narrow 
perspective of our own selfish in- 
terests alone. 

This country is built on progress, 
and little sympathy has been man- 
ifested in past years with respect 
to the elimination of any system 
that may have proved itself un- 
wieldy, archaic, or inefficient as 
against any modern improvement 
that presented itself. 


PARTLY DEPENDENT ON CAPITAL 


Non-stock insurance companies, 
as we know them, are presumably 
operated on a non-profit basis, and 
by their very nature they deny the 
rights of capital except in the 
anomaly that some of their income 
accrues from the investment of re- 
serves and surplus in interest- 
bearing capitalistic pledges. 

Many go further and sell on 
a direct-to-consumer basis, elimi- 
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nating the middleman known in 
our business as the broker and the 
agent. Elimination of the middle- 
man, however, is an undesirable 
thing from the viewpoint of the na- 
tional good, in that this deprives 
the buying public of a service of 
economic value. * 


How MIpDLEMAN SERVES 


In my opinion, stock insurance 
retailed to the public through the 
commission-paid system of agents 
and brokers, results in a service to 
the buyer superior to the direct 
sales method of these direct- 
writing mutuals. 

In seeking proof of this let us 
remember that the business of in- 
surance is primarily a combina- 
tion of (1) the science of under- 
writing (selection of desirable 
risks); (2) merchandising (sale of 
insurance); and (3) service (ad- 
vice to the public as to the insur- 


* See “The Agent’s Service Is Worth 
Money,” by Hon. James M. McCormack, 


page 7 
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ance needs of a client, arrange- 
ment of proper and adequate cov- 
erage and settlement of all losses 
on a fair and equitable basis.) - 

An additional item under the 
heading of “‘service,” which has 
developed to an extreme degree in 
recent years, is “loss prevention,” 
which manifests itself partly in the 
capability of the merchandising 
force properly to advise the buying 
public with respect to just how to 
reduce losses and to reduce acci- 
dents, all of which will in turn re- 
duce the cost of insurance. 

Some little time ago, I was in 
conference with a committee of 
five in a small municipality. This 
committee had been appointed by 
the town government to consider 
placing the insurance on the town 
properties in direct-writing mu- 
tuals. The sub-agent in the trans- 
action was a resident of the town 
and did not feel equipped to deal 
with the subject. 

We discussed the subject from 
eight o’clock one evening until 
midnight and I laid my thoughts 
before these gentlemen. Some 
weeks later I met one of the com- 
mitteemen who stopped me on 
the street and told me that they 
had deferred action with respect 
to non-stock protection for the 
time being, but that after giving 
some thought to my discussion 
he had found a very definite flaw 
in my reasoning: 


“You stated that the middle- 
man had to justify his place in the 
economic scheme of things.” 

*‘That’s right. And I will main- 
tain that position.” 

Whereupon he said: “Therein 
lies the flaw. Where was our mid- 
dleman that night?” 


ARTHUR D. CRONIN 


And, gentlemen, that question 


is almost unanswerable. I made 
some attempt to answer it but I 
confess to you that I was mak- 
ing excuses rather than giving 
answers. 

That experience leads me to the 
conclusion that if we are going to 
preserve the place and the rights of 
the middleman, we must be more 
than insurance men, we must to 
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some extent be students of eco- 
nomics. We must equip ourselves 
to fight the battle — and we must 
shoot the guns ourselves. 

Some of the present advantages 
of non-stock carriers can be cor- 
rected only through the same 
medium through which they came 
into existence; namely, the statute 
books. Just as the vast majority of 
tax returns are filed by those whose 
income is derived from personal 
service, in other words, middle- 
men, so also do those middlemen 
constitute the majority of the 
electorate — and therein, gentle- 
men, lies your remedy, and mine. 

The first and the most impor- 
tant thing to do is for every man in 
this business to devote a certain 
amount of his time to aggressively 
soliciting business now on _ the 
books of the direct-writing non- 
stock companies. Their proud 
boast is that their average renewal 
cost is the price of a postage stamp, 
and that is our fault. 

If our service and advice as 
middlemen are of value, we must 


expect our customer to pay for 
them, and we must be able to 
satisfy him that those services and 
advice are worth something. The 
agent or broker who can meet 
mutual competition only on a net- 
rate basis, is worth exactly noth- 
ing. 

In closing, let me tell you a 
story of a young man who finally 
summoned sufficient courage to 
propose to the lady of his choice, 
and to his great astonishment and 
joy he was accepted. When he 
went home that night he wrote to 
the lady: 

‘Dearest Arabella: 

I love you madly, fondly, passion- 
ately. There is nothing I would not do 
for you. I would climb the highest 
mountain. I would swim the deepest 
sea. 

Devotedly, 
Joun 
P.S. I will be over Monday night — 
if it doesn’t rain.” 


Now, on this question of non-stock 
competition, we should beware lest 
we ourselves be like John! 


te 


Appropriate Entry 


Mr. Jones: I’ve had a worrying time with the insurance people. They 
ask such awkward questions. They even wanted to know the state of my 


mind. 


Mrs. Jones: How absurd! I suppose you left it blank. 








@ The Men Who 


Supervise Insurance 


‘For Seventy-One Years”’ 





Insurance Commissioners’ Recent Meeting in Hartford 
Was the Latest in the Organization’s Nearly 
Three-Quarters of a Century of Service 





* For seventy-one years the In- 
surance Commissioners of these 
United States have been meeting 
annually or oftener. 

To the wise supervision of these 
men, insurance owes a large share 
of the great public confidence it 
enjoys today; to these annual con- 
ventions the commissioners them- 
selves can trace many of the joint 
actions, pooling of experiences, 
standardization of procedure, stud- 
ies made and other activities 
initiated to increase efficiency or 
give still further stability to an 
already highly stable industry. 

The recent meeting in Hartford, 
the organization’s seventy-first an- 
nual convention, which elected as 
its president Hon. John C. Black- 
all, Connecticut Commissioner of 
Insurance, was of great interest 
this year, because of the com- 
mendable record made by insur- 
ance through year after year of 
depression and because of possible 
effects on insurance of the unsettled 
conditions of the world at large. 


Topics DiscussED 


Indicative of the many im- 
portant topics brought under con- 
sideration at the Hartford meeting 
were: counter-signature of policies; 
commissions on insurance con- 
trolled by government agencies; 
American status of foreign com- 
panies; unearned premium re- 
serves; war Clauses and non-forfeiture 
provisions in life insurance; sim- 
plification in rating methods; a 
new fraternal code; automobile 
finance; uniformity in conducting 
convention examinations; valua- 
tion of investments; standard fire 
insurance policy; real estate ap- 
praisals; and allocation of auto- 
mobile casualty losses. 

To these men, their predecessors 
and successors, we pay homage for 
the important part they have 
played, together with the com- 
panies and their representatives, 
in bringing to insurance the great 
safety and wide coverage it today 
affords the American people. 





@ Second of Two Parts 


Service and Policies of the Claims Bureau 





Sources of Investigation Shown. Choosing Cases for 
Prosecution. The Index Bureau System 





WAYNE MERRICK 


* Mucu of our information as to 
claim conditions comes from sur- 
veys which the field staff is con- 
stantly making in various lo- 
calities. 

When a special agent is travel- 
ing, he talks at length with member 
company representatives and oth- 
ers to learn of the local claim con- 
ditions. Checking and double 
checking the information thus 
acquired lets him know if there 
are persons who would bear 
watching. He then calls for mem- 
ber company claim files involving 
any suspects. Analysis of the files 
often provides solid leads for active 
investigation. 

Such surveys are particularly 
helpful in communities from which 
member companies have had to 
withdraw because of unfavorable 
claim conditions. Conversely, sur- 
veys undertaken as a mere matter 
of routine in communities re- 
garded as unobjectionable from 

For story on the first two objectives of 
the Claims Bureau, Expediting Just 
Claims, and Resisting Fraud and De- 


ception, see THE CasuALTy AND SURETY 
Journat for June, 1940, page 39. 


the claims standpoint have pointed 
out unsuspected evils. 

Our aim is to improve the 
Claims Bureau’s service by placing 
it on a rational rather than a hit- 
or-miss foundation. Thus it is of 
the utmost importance that special 
agents’ surveys should receive the 
full cooperation of all field claim 
men and of claim executives, all 
information being received in the 
strictest confidence. 

PROCEDURE 

Two rules of policy are ob- 
served in deciding which shall be 
investigated of the many cases 
predicated on complaints by com- 
panies: 

(1) Cases in which there is merely a 
suspicion of fraud or unethical prac- 
tice are ordinarily not taken up, no 
matter how strong the suspicion is. 
This does not mean that the case must 
be fully proved, since it is the Claims 
Bureau’s function to develop the proof. 
But first there must be enough tangi- 
ble evidence to show that a provable 
case exists. 

(2) Pending cases are not usually as- 
signed for investigation even though 
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there is some evidence of fraud. Other- 
wise, investigative and prosecutive 
work would often be hampered by 
offers from frightened culprits to make 
restitution upon the calling off of the 
dogs. 

Furthermore, weaker cases would 
be developed, since criminal schemes 
nipped in the bud would ordinarily 
be prosecutable only as attempts to 
commit the crimes in question. A 
criminal, to be caught, must be given 
some rope. Of course, there are ex- 
ceptions to this rule, like compen- 
sation cases in which the carrier is 
paying over a long period of time; or 
the case of a suspect who shows signs 
of becoming a fugitive or who upon 
the basis of credible evidence is a 
member of a fake claim ring. 

On the other side of the picture, 
acceptable cases of fraud are some- 
times not reported, particularly 
when the evidence of fraud has 
developed only after the case was 
closed by settlement. Some claim 
men seemingly hesitate to call at- 
tention to these cases for fear they 
will be criticized for having made 
the settlements. They should real- 
ize that no case ought ever to be 
held back for such a reason. Only 
by learning of all possible cases, 
and working up for action those in 
which there is a reasonable pros- 
pect of success, can the Bureau 
achieve greatest effectiveness. 


THe INDEX SysTEM 


A third important object of the 
Claims Bureau, “‘to establish and 


maintain an index for the purpose 
of reporting and disseminating 
information in respect to ac- 
cidents and losses,’ has been 
accomplished through the Index 
System, now welded by the Claims 
Bureau into a unified whole cov- 
ering most of the United States. 


WAYNE MERRICK 


The entire system consists of nine 
Index Bureaus. 

A certain amount of misunder- 
standing seems to exist as to the 
relationship between the Index 
System, particularly the Central. 
Index Bureau in New York, and 
the Claims Bureau itself. It should 
be emphasized that neither the 
Index System nor any of its com- 
ponent bureaus does investigative 
work. The System is simply a clear- 
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inghouse for the exchange of claim 
information among its subscrib- 
ers.* The system greatly aids the 
anti-fraud service of the Claims 
Bureau in two important respects: 


(1) Its great reservoir of claim in- 
formation is indispensable to the mak- 
ing of proper local claim surveys. After 
claim men have furnished the basic 
leads, the next step is to obtain from 
the Index System the claims histories 
of the persons involved. These histo- 
ries, of course, lead to claim files, 
which often contain the germs of usa- 
ble evidence. It also affords a means 
of checking the existence of claim 
fakers and ambulance chasers quite 
independently of special agents’ sur- 
veys. Index Bureau supervisors are 
instructed to keep studying their 
cards as they accumulate and to re- 


port to the Home Office of the Claims 
Bureau all histories suggestive of claim 


repeating, or ambulance chasing. 
Such reports have led to many suc- 
cessful prosecutions and disciplinary 
proceedings. 

(2) Through the Index System, the 
Claims Bureau periodically furnishes 
records of claimants whose activities 
should be closely scrutinized. When 
the Claims Bureau learns of a claimant 
who has an unusual number of acci- 
dents within a short period of time, 
his history is assembled and printed, 
together with his photograph and de- 
scription, on a Claim Bulletin. Copies 
are forwarded to field adjusters of sub- 
scribing companies for their protection 


*A later article will be devoted 
wholly to this prime function of the 
Index System. 


in settling any claims the subjects of the 
bulletins might present. 

It is the Bureau’s policy to issue 
Claim Bulletins only in cases wherein 
criminal prosecution is contemplated. 
These should be carefully filed, pref- 
erably in a loose-leaf binder, and 
constantly used. If adjusters take full 
advantage of these bulletins in suspi- 
cious cases, and withhold payment of 
claims in all cases until a report has 
been received from the Index System, 
many company dollars may be saved. 
Adjusters should, of course, communi- 
cate with the Claims Bureau whenever 
any subject of a Claim Bulletin pre- 
sents a claim. 

e es * 


The Claims Bureau does every- 
thing possible to maintain friendly 
relations with the various public 
and quasi-public agencies whose 
cooperation is important to us. It 
also keeps in closest possible touch 
with local claim associations. 

Every effort is made to learn 
the local claim man’s problems 
and bring about their solution, as 
well as to assist in the development 
of association policies and activi- 
ties calculated to serve the claim 
interests of Association member 
companies. 

Understanding of the Bureau’s 
scope and limitations, by as many 
claim men as possible, is the key- 
stone of the arch of cooperation 
which must extend from claim 
men to us in the Bureau if we are 
to achieve maximum usefulness. 
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SAFETY 
TOWN 


Teach a child a poem, and ten years later he will have forgotten it; teach him to 
ride a bicycle, and ten years later he’ll still know how to do it. Learning by doing, 
sticks. . . . So Mansfield, Ohio, anticipates much future good from its Safety Town, 
originated by Frend C. Boals, Police Department Traffic Supervisor. Costs about 
$200 a year. Moved from section to section. Open to all young children. Operated 
by trained director, assisted by patrol boys. . . . Little streamlined, pedal-driven 
cars and Mickey Mouse street signs appeal to the youngsters. While some children 
drive, others are the pedestrians, then they change. Inevitably, both gain. Children 
learn signals, meaning of 

signs, patrol obedience, 


use of pedestrian lanes, 
etc. . . . Of 40 children SAFETY 


trained in 1937, 300 in 
1938, and 500 in 1939, DRIVER 
not one has been in any a 

kind of an automobile 

accident. 


ero 


One of the safest drivers 
in America is George W. 
Hobbs, of Hartford, who 
has driven 1,700,000 
miles without an acci- 
dent. Motor Vehicle 
Commissioner Michael 
A. Connor, as a special 
concession, awarded 
these special “‘initial” 
plates. Photo by Acme 





@ Last of Three Parts 


Demonstrating the Value 
of Stock Company Insurance 


Part Three: PUBLIC SERVICE 





Producer’ s First Consideration Is to His Client. Unsurpassed 
Service Program Conducted by Stock Companies 





RAY MURPHY 


* Capital stock insurance is sold 
by independent producers, the 
middlemen of insurance. They, if 
they are worthy of their hire, and 
we strongly believe that as a class 
they are, are the ones who have 
most contact with the insuring 
public. 

I venture the assertion that 
were it not for these “independent 
contractors” and “free agents,” 
American business today would 
be vastly underinsured to a far 
greater degree than is now the 
case. 

The capital stock fire, casualty 
and surety companies are organ- 
ized, as general business is organ- 
ized, to carry on a business in the 
hope of a legitimate profit. They 
provide a business service, and 
financial security for business. 
They believe in, support and are 
a part of this country’s competi- 
tive system of private enterprise 
for profit. They adhere to that 


system because they believe in it. 

They are not a “movement.” 
They have no alliance and no 
common cause with any other 
economic system designed to re- 
place our own. 

They believe in their system of 
insurance as one which gives posi- 
tive protection at the lowest possi- 
ble cost consistent with safety at 
all times and under all conditions. 

Insurance is a thoroughly hu- 
man business, and they know that 
every policy written must be sup- 
ported by continued service avail- 
able to the assured, not merely at 
the time the sale is being made or 
when the day arrives for renewal, 
but throughout the life of the 
policy, day in and day out. 


CLIENT’s INTERESTS PROTECTED 

The medium through which 
this service can be rendered best 
is the producer in the field. Each 
is less the representative of the 
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company whose policies he places 
than he is the representative of 
the individual or company he 
insures. 

The capital stock producer is 
not a salaried employee who must 
respond to the direction of any 
one company or group of com- 
panies. He is a businessman, do- 
ing business in his own local com- 
munity. His first consideration 
must be his clients. That means 
greater protection for the public 
than is possible in the case of any 
system which operates through 
salaried employees, whose posi- 
tion is dependent upon the em- 
ployer’s will. 

The services that the capital 
stock producer renders are many 
and varied. Insurance is a highly 
competitive business and the pro- 
ducer must be alert and active to 
survive. That, too, is in the public 
interest. 

From time to time he must ad- 
vise his clients about changes in 
policy forms and rates, giving 
them full advantage of increased 
protection and any lowered rates. 
He must be ready to see that his 
clients receive full and swift set- 
tlement of claims, and that all of 
the protective features of the in- 
surance policy are brought into 
prompt play for the benefit of the 
assured. All of these things are in 
the public interest. 

In the insurance business, how- 


ever, service must go far beyond 
the matter of keeping the as- 
sured currently advised about the 
changes and rendering personal 
help when the time comes to 
invoke the protection of the policy, 
important as these things are. 


RAY MURPHY 


REGULATION 


Probably no other American 
business is more rigidly regulated 
than insurance. The capital stock 
companies, recognizing that theirs 
is a truly public service business, 
welcome reasonable and impar- 
tial regulatory measures. 

Since both regulation and sound 
business principles require that 
rates shall be established on the 
basis of experience, the companies 
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are called upon to render highly 
specialized services to the end that 
rates may be reasonable and 
within the reach of the public’s 
purse. 


SERVICE PROGRAM 


So the 62 capital stock com- 
pany members of the Association 
of Casualty and Surety Executives 
have established a service program 
that for comprehensive scope and 
humanitarian purpose is unsur- 
passed by any business or industry 
and equaled by few. 

This program is carried out by 
the Association of Casualty and 
Surety Executives, and has for its 
objective two primary purposes: 

(1) To prevent accidents with their 
attendant tragedies both human and 
economic, 

(2) By reducing the number of 
accidents, to reduce the cost of in- 
surance. 

Had it not been for the capital 
stock companies, constantly urged 
to greater efforts by the spur of 
competition and enlightened self- 
ish interest if you will, the cost of 
insurance would be considerably 
more than it is now. 

The breadth and scope of the 
research and education they have 
conducted in the field of accident 
and fire prevention have not been 
approached by any other type of 
carrier, and I am confident that 
this great effort would largely dis- 


Were it not for the army of trained 
producers 

— American business today would be 

vastly under-insured to a far 

greater degree than is now the case 


appear were it not for the capital 
stock fire, casualty and surety 
companies. 

The capital stock companies 
pioneered in the field of industrial 
safety, introducing a vast number 
of protective features in industrial 
employment, and thereby suc- 
ceeded in drastically reducing the 
accident rate. A serious accident 
in industrial employment is ex- 
ceptional, nowadays, fatality a 
rarity. 

These same companies pio- 
neered, too, in the field of traffic 
safety. They were among the 
first to introduce safety education 
in the public schools, they were 
the first to extend it to the high 
schools, and within the past two 
years they were the first to endow 
a safety education department in 
a great American college, The 
Center for Safety Education at 
New York University, where 
young men and women are taught 
how to teach safety. * 

Through the National Con- 
servation Bureau, which is the 

*See “Teaching Teachers to Teach 


Safety,”’ by E. L. Yordan, THe Casuatty 
AND SuRETY JOURNAL, June, 1940, page 
49. 
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Were it not for the achievements of 
capital stock companies in promoting 
safety 
—the cost of insurance would be 
considerably greater than it 1s now 


accident prevention division of the 
Association of Casualty and Surety 
Executives, these capital stock 
companies are carrying their safety 
program forward on every front. 
And at last even the difficult traf- 
fic accident field is yielding to the 
safety trilogy — education, engi- 
neering and enforcement. Of late 
we have witnessed a tremendous 
reduction in traffic fatalities. It is 
no mere coincidence. 

Through the Association the 
capital stock companies are suc- 
cessfully fighting fraudulent claim 
rings and fake accident rackets; 
they are requiring that the insur- 
ance carrier worthy of remaining 
in business, strive for constantly 
higher standards in the fields of 
industrial health and occupational 
disease. 

In short, they are striving in 
every way possible to reduce the 
hazards which contribute not only 
to higher insurance rates but, even 
more important, to the mortality 
statistics of our country. 


Only the capital stock com- 
panies have engaged consistently 
in this magnificent effort. If it 
were stopped, inevitably an in- 
crease in casualty insurance rates 
would result. 

Ten years ago the National 
Board of Fire Underwriters, solely 
a stock company group, estab- 
lished an Arson Squad, which in 
ten years has saved at least 
$50,000,000 in fire losses, at a cost 
of $5,000,000. Because of that 
effort, arson no longer pays. 
Through it, every important arson 
ring in the country has been 
broken up, and through it policy- 
holders as well as fire insurance 
companies have been saved un- 
told sums of money. The Nation- 
al Board of Fire Underwriters, 
through its pioneering efforts and 
research in all forms of fire pre- 
vention, has saved many millions 
to you, and you, and you. 

We of the capital stock insur- 
ance industry are proud of our 
record, and confident of its future. 
We welcome any study of capital 
stock insurance as a sound and 
necessary business institution, 
worthy of your support. 

We believe it is better than any 
other form of insurance for reasons 
both tangible and intangible. 
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@ Would you employ yourself as a salesman? 
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ONE OUT OF EVERY 12 FAMILIES IN 
THE U. S. RECEIVE ACCIDENT AND 
HEALTH CLAIM CHECKS EACH YEAR! 
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@ Small Businessmen, 
Are Valued Customers . 


What’s Ahead in Rural Business? 





Rural Field Pregnant with New Opportunities, Yet Is 
Fraught with Imminent Danger of “‘Isms.” 
Knowledge Now the Order of the Day. 





R. W. FORSHAY 


* The rural agent is a much more 
important factor in the business 
of insurance than is sometimes ap- 
preciated. He and other “‘small” 
businessmen play a very important 
part in the American economy. 
Statements recently made by W. J. 
Cameron during the Ford Sunday 
Evening Hour substantiate my 
statement. 

Mr. Cameron revealed that 
96% of all income-tax-paying 
businessmen earn less than $25,000 
per year; that of some 210,000 in- 
dustrial concerns, 145,000 produce 
less than $100,000 worth of goods 
yearly; and that of 1,500,000 
retail stores, 1,250,000 are inde- 
pendent single-owner stores. 

In great numbers, these so- 
called small businessmen are val- 
ued customers of rural agents and 
their insurance requirements must 
be serviced and handled ade- 
quately, thus developing an un- 
limited field of opportunity. But 
this vast number of small business- 
men also provides a field that 


certain “isms,” afoot in this land, 
would dearly love to invade if not 
to convert to their cause in their 
entirety. 

However, rural agents recognize 
this situation, and these customers 
of ours are likewise alert. They 
are making definite strides toward 
meeting the situation through edu- 
cating the consumer-buying pub- 
lic. We agents are fast answering 
the call for action, not only 
through further education of our- 
selves, but education of our buying 
public. Insurance forums, schools, 
and regional or zone meetings are 
no longer regarded as a passing 
fancy. 

If the agent of tomorrow wishes 
to remain in business; if he has not 
already recognized the sign, he 
must realize and realize quickly 
that increased knowledge of his 
business in these fast-changing 
times is, to him, a positive neces- 
sity. “What’s Ahead” for the 
success and progress of the rural 
agent should be this immediate 





WHAT’S AHEAD IN RURAL BUSINESS? 


realization that knowledge, as well 
as service, is now the order of 
the day. 

Although education is of para- 
mount importance, that alone will 
not keep you and me in the insur- 
ance business. I think we are all 
doing a far better job today than 
we are sometimes given credit. 
The companies we have repre- 
sented for so many years are like- 
wise more alert to the need for 
meeting these changing condi- 
tions. They, too, are anticipating 
*‘What’s Ahead.” 

Speaking from the agents’ stand- 
point, it occurs to me that not 
enough emphasis is placed on our 
successful efforts constantly to re- 
duce the cost of insurance to the 
public. Conferences with our com- 


Strength of the Independent 


Retailing has had more than 
its share of terrors and hob- 
goblins. First came the strange * 
new department store, then the 
mail order house, then the chain 
store and last the super-market. 
All these years the small inde- 
pendent producer has held a 
solid place in the affections of 
the people. The independent is 
stronger than he knows. — 
Nation’s Business 


panies many times have brought 
about reduced rates which in most 
instances were accompanied by 
increased coverages. 

It is safe to assume that as 
time goes on these material bene- 
fits, all in the public’s interest, will 
continue. In this process, the local 
agent is an element essential to the 
undertaking and our stock com- 
panies are in full accord with us in 
its further development. 

The business of insurance must 
be conducted on a sound under- 
writing basis as the risks and haz- 
ards involved are great. The public 
must be served and served well. 
The rank and file of stock com- 
pany agents and company execu- 
tives always keep that fact fore- 
most in their minds. 

I am confident that our farmer 
customers and these small busi- 
nessmen we service, will realize 
increasingly that security of their 
business dovetails materially with 
Webster’s definition of ours, “‘Se- 
curity Against Loss.” 
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PREDICTIONS 
From The Eastern Underwriter 
Wade Fetzer, Jr., of Chicago, 
lists these among future possibili- 
ties: (1) Fewer companies (2) In- 
creased importance and rank to 
company sales executives (3) More 
effective use of public-opinion re- 
search (4) Widespread cost ac- 
counting, developing new and 
more accurate scale of values, with 
consequent effect on agents’ re- 
muneration (5) Further broaden- 


ing of policy forms (6) Smaller 
underwriting profit on a larger 
volume. 


Tue SALESMAN I Like Most 
From the Taylor Digest 

The general purchasing agent 
for the General Electric Company 
who sees 10,000 salesmen a year 
has this to say: “I respect most the 
salesman who knows his product 
and the new things being devel- 
oped by his company or his indus- 
try — the man who shows interest 
in my problems and who can help 
me solve them.” 


GREEN PAsTuRES AHEAD 
Amos E. Redding in The 
National Underwriter 

Although the casualty and surety 
business has grown remarkably, it 
is estimated that insurance covers 
only 4% of burglary losses, 10% of 
fidelity losses, about 20% auto 
liability and 4% plate glass. 
Loca FINANCE AND PRODUCERS 
From Rough Notes 

A Nebraska agent says that he 
can get the insurance on financed 
cars for clients already on _ his 
books, by keeping them advised 
that they can finance car purchases 
through one of the local banks 
on a basis more favorable than is 
afforded by the average finance 
company. “‘By this plan I have 
materially reduced the loss of busi- 
ness I used to sustain when a client 
made a change in cars,” he says. 


GOING TO A FIRE? 


From The Insurance Broker 


A salesman once became tired of 
his job and gave it up to join the 
police force. Asked how he liked 
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it, he said, ‘‘Well, the pay is good 
and the hours are satisfactory, but 
what I like best of all is that the 
customer is always wrong!” 


Man Hares Cars 
From The Insurance Advocate 

News reports tell of a man in Los 
Angeles who hates automobiles 
and proceeded to express his ha- 
tred by setting fire to four cars. 


*“HUMBLE” PROSPECTS 
From The United States Review 
There can be no quarrel with 
educational development, but 
many insurance men believe it 
should never be used as a substi- 
tute for salesmanship. It isyessen- 
tial that the a ale be 
equipped to render the best pos- 
sible service, but it is still just as 
essential that he be fired with en- 
thusiasm and the will to serve the 
humble and the mighty alike. 


Lonc-HaAuL CovERAGE 
From The Casualty Insuror 

Many money-making oppor- 
tunities are available to insurance 
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producers who will take the time 
to learn long-haul trucking thor- 
oughly. are only a few 
truck insurance “experts” in the 
field, as yet, but the commission 
income from the sale of public 
liability, property damage and 
cargo coverages is worth while. 


There 


INADEQUATE PROTECTION 
R. J. Maple in U. S. Review 

The credit losses to business in 
this country are computed at 
roughly $600,000,000 a year, and 
it is estimated that one-half of this 
amount is due to inadequate in- 
surance protection. 
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Illustration courtesy Weekly Underwriter 








SMILING AT OURSELVES 











“Dear Mac: I have instructed Miss 
Tucker to withhold the key to your chair 
until you bring in that Schultz line.” 
—Courtesy of the Spectator 
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“Can I help you?”—Courtesy of This 
Week magazine and the artist 








OFF THE RECORD By Ed Reed 

















**Boy, could that salesman talk?’’ 
‘5 —Courtesy of The Register and Tribune 
—Courtesy of N. Y. Herald Tribune Syndicate 
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@ Service Is What We Sell 


Is the Insurance Agent a Professional Man? 





Three Steps to Professionalism Are Available for Any Pro- 
ducer Who Has a High Sense of Public Duty 





JOHN S. KAUFMAN 


* Every insurance agent doing 
business today must work out 
methods best suited to himself and 
the peculiar problems of his own 
business. It is the purpose of this 
article to describe certain methods 
that have been applied by agents 
who are outstandingly successful 
in their own communities. 

“Service” is a fine word and has 
a great tradition in the insurance 
business. But it has been so widely 
and so glibly used that sometimes 
its meaning is not fully appre- 
ciated. Nevertheless, the well in- 
formed and experienced insurance 
agent zs performing a professional 
service to his community, and is 
entitled to the respect enjoyed by 
professional men generally. 

How can his services be profes- 
sionalized, his function shown in 
its true aspects to a public which is 
sometimes disposed to be penny- 
wise and disregard all else? 


I. THRouGH Pus.ic SERVICE 


Many agents have found that 
they can render constructive serv- 
ices to the community — services 


which benefit the public generally, 
the insurance business incident- 
ally, and the agent himself in an 
intangible but none the less im- 
portant way. * 

Participation in public spirited 
enterprises helps professionalize 
the standing of the agent in his 
own town, identifying him as one 
who believes in his town and who 
therefore, merits its support. Here- 
in lies the magic of public service. 


II. THRouGH STuDY OF THE 
BusINESS 


Insurance is a business of un- 
usual intricacy. It is no small task 
for the experienced insurance man 
to keep up with the changes in the 
business; it is impossible for the 
insurance buyer to do so. 

Yet every change affects the in- 
terest of some buyer, and it is con- 
ceived by many leading agents to 
be a part of their professional duty 
to keep their policyholders in- 
formed. 


*See “Civic Opportunities for the 
Producer,” by Hon. C. Clarence Neslen, 
Tue Casuatty AND SurRETY JOURNAL, 
June, 1940, page 15. 
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Sometimes a development of 
such importance occurs that an 
agent is justified in calling it to the 
attention of not only his own pol- 
icyholders but others as well. 


For example, some months ago a 
New York court found the seller of 
real property legally liable for an in- 
jury sustained after a sale. The defect 
which caused the accident existed 
prior to sale. The result was “Grantors 
Protective Liability Insurance” — 
a new form of coverage designed for 
those who sell property and wish pro- 
tection after sale. 


The New York decision (and 
we are told it is founded on good 
common law principles) was im- 
portant to property owners be- 
cause it publicized a hazard con- 
fronting all sellers of real property. 

In most cities and towns there 
are property owners who welcome 
information on any subject that 
affects their legal liability. The 
insurance agent who took it upon 
himself to inform such property 
holders of the legal concept and 
the new insurance coverage de- 
signed for it (whether they were 
his clients or not) added consider- 
ably to his prestige as a well-in- 
formed professional insurance man. 

Since the premiums for Grant- 
ors Protective Liability coverage 
are small, there was little or no di- 
rect gain to him in the form of 
commission — but the gain was 
there just the same. 


Service is what we sell, but the 
insured who has no accident some- 
times has so little need for service 
that he does not recognize its ex- 
istence. Twelve months is a long 
time, and the policyholder who 
does not hear from his agent from 
one renewal date to another is 


JOHN S. KAUFMAN 


likely to wonder whether he is get- 
ting full value for his money. 

In a rapidly changing business 
such as ours, many revisions in 
rates and policy forms may occur 
within that period. Moreover, the 
insurance needs of the policy- 
holder are constantly changing. 

A systematic plan for establish- 
ing contact with policyholders 
during the policy period will ac- 
complish two definite purposes: 
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(1) Establish the thought in the in- 
sured’s mind that the agent is thinking 
about his insurance needs throughout 
the policy year. 

(2) Allow corrections in coverage, 
limits, etc., which should be made 
promptly as the insured’s require- 
ments change. 


There are of course a few risks 
in nearly every agency, and many 
risks in some agencies, which 
should be systematically con- 
tacted during the policy period. 


The inquiries to be made de- 
pend, of course, upon the charac- 
ter of the risk. But it is safe to say 
that there are few risks where 
some proper inquiry regarding 
change in exposure could not be 
made during the policy term, and 
it is equally safe to say that the 
policyholder does not live who 
would not be favorably impressed 
by evidence of the fact that his 
agent is interested in him through- 
out the entire term of the policy. 


An agency in Wisconsin purchased an automobile and equipped it with loud speakers to 
bring the message of safety to children — to educate the automobile drivers of tomorrow. 
Through “‘The Voice of Safety” the agency has reached approximately 150,000 school 
children in the state. Police and safety authorities, schoolmen and civic organizations have 
approved and supported “‘ The Voice of Safety’’ because the message is strictly educational, 
with no hint of advertising. 
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Few policyholders are aware of 
the implications of contractual lia- 
bility, and it would be proper to 
ask any business concern or prop- 
erty owner whether any contracts 
had been undertaken or contem- 
plated since the beginning date of 


state insurance departments, much 
good can be accomplished by 
members of the profession who 
demonstrate a lively interest in the 
right kind of young men and help 
them get started. 

And then there is the matter of 


The professional man decides what is good for the man he serves. The 
business man lets the other person do the deciding. — George Ross Wells 


insurance. Value of inventories, 
establishment of new locations, 
structural alterations in buildings, 
changes in automobile equipment 
—all these things suggest them- 
selves as proper subjects for in- 
quiry. 

The point is that systematic and 


planned contact should be made at 
intervals. Nothing can so quickly 
create the professional picture. 


For instance, the automobile policy- 
holder who has had no accident and, 
therefore, has had no occasion to call 
for service might be complimented on 
his accident-free record. There is 
value in a postal card: “We haven’t 
heard from you lately and assume that 
you haven’t needed us, etc.” 


III. THRouGH IMPROVING THE 
Stock 


It is to the advantage of every 
agent that the best type of young 
man be encouraged to enter the 
business. Aside from the training 
by general agents and companies 
and the control provided by our 


education. It is so easy not to learn 
— so human to do the job in the 
“easiest” way. Yet the growing 
complexity of the insurance busi- 
ness demands study — and more 
study.* 

Indeed, the agent who seeks to 
professionalize his standing is 
aided, rather than handicapped, 
by the increasing intricacies of in- 
surance. A premium is placed on 
thorough knowledge, and the man 
who studies is the man who knows. 

There has never before been so 
much to learn about our business, 
and so many ways to learn it. 
Improving the stock is insuring 
the future of the agency system. 
But the future is not alone im- 
portant. The value of the agency 
system can be demonstrated today 
to the public if agents will never 
lose sight of the fact that insurance 
is a dignified and vastly important 
business and that the agent’s place 

* See “Training in Casualty Lines,” by 
C. Edwin Blake, THe CasuaLTy AND 
Surety JOURNAL, June, 1940, page 25. 
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in his community is to the same 
degree dignified and important. 
As one great insurance executive 
so aptly put it, “We earnestly 
contend that, if banking is the 
heart of the Nation, insurance is 
its backbone.” 

When the goods sold is so in- 
tangible as ours the character of 
the seller is paramount. A high 


sense of public duty, a deep sense 
of obligation to study the business 
and pass along the results of one’s 
study to the public, a disposition to 
engage in enterprises for the com- 
munity welfare—in short the 
professional attitude — these are 
the best weapons for offense and 
defense in the war where every 
man must fight his own battles. 





Summer Selling —and “Summer Not 


Ssow Blocks Traffic. Muddy 
Roads Impassable. Floods Wreck 
Homes. Cold Wave Sweeps Coun- 
try. Home with Flu. Every 
Man Has Bad Cold. Icy Streets 
Make Driving Impossible. Needs 
Money for Christmas. Says Wait 
until First of Year. 
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THE QUOTATIONS AT THE LEFT are actual 
ones from newspaper headlines and from 
correspondence of producers, during the 
last three months of last year. It is indeed 
true that none of these obstacles confront 


you today. If you’re interested in summer 
selling and are really willing to work while your competitor 
may loaf, bear in mind that there are several businesses, indus- 
tries and occupations that are riding on the wave of compara- 
tive prosperity during the hot weather, as shown in the fol- 
lowing list: Automobile Agencies; Garden Tools; Summer 
Furniture; Paint; Building Materials; Dry Cleaners; Auto- 
mobile Repair Shops; Storage and Moving; Tourist Agencies; 
Awnings and Blinds; Soft Drink Bottlers; Tire Shops; Boating; 
Gasoline Stations; Ice Cream; and Sports. 





Fax and Figures 


@ Dust to Dust. — Dust looks like one of the least harmful 
things you can find anywhere. But 28,000 American indus- 
trial plants (employing over 1,000,000 people and turning 
out products worth more than $10,000,000,000) are subject 
to the hazard of dust explosion. Under favorable conditions, 
a dust explosion could occur in any one of these plants, 
wherever combustible dust is produced. 


@ Sudden Death. — Twice as high a percentage of country 
children are killed while playing in the roadway (8%) as 
is the case with city children (4%). 


@ Talking About Prospects! — During a twelve-month 
period 94 out of each 100 persons surveyed were called upon 
by a life agent. But only 38%, 51% and 64% respectively 
were called upon for automobile, residence and burglary 
and residence liability coverage. Those startling figures were 
compiled by The Underwriters Review, in a city of 150,000 
population. 


@ W hose Fault? — More than half of the $600,000,000 lost 
yearly by houses extending credit (exclusive of banks and 
similar lending institutions), results from the absence of 
adequate insurance carried by the users of credit. These 
figures are based on a survey of five years’ experience to the 
close of 1936, made by the National Association of Credit 


Men. 


@ Good Reason? — Recently found guilty of embezzling 
$49,102 from an estate, the culprit calmly remarked that he 
did it because his client wanted him to use the money to bet 
on the races! 


@ Concrete Results — Ninety-five per cent of the crimes re- 
corded with the FBI are committed to obtain property. 
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@ What Is Past Is Prelude 


What’s Ahead in Casualty — Surety?” 





Development and Expansion in This Field Is Indicated, 
Similar to That Already Accomplished 
in Fire and Life Fields 





COL. RALPH F. PROCTOR 


* Ir 1s said that only one out of 
twenty men living in private resi- 
dences is protected by insurance 
against burglary, theft and rob- 
bery. 

And there is still a large field for 
expansion in public liability cover- 
age for manufactured products, 
especially foods, where the need for 
insurance is obvious. Millions of 
dollars worth of merchandise is 
sold annually, the bulk of which is 
insurable under this form, and 
only a small portion of which to 
date has been covered, particu- 
larly among smaller manufactur- 
ing businesses. 

Surety bonds are usually re- 
quired by statute, and where this 
situation exists, the field man does 
not create the business: his func- 
tion is mainly to divert it to his 
particular company. However, in 
every session of the legislature of 

* Just prior to his death on May 29, 
Colonel Proctor had prepared this arti- 
cle for THe CasuaiTy AND SURETY 
JournaL, and we are glad to pass on to 


our readers his thoughts on a few of the 
future aspects of our business. 


the various states, new positions 
and commissions are created re- 
quiring surety bonds. The pro- 
ducer will do well to watch closely 
the acts of his legislature. 

Fidelity bond possibilities for 
the producer scarcely have been 
scratched. Only 5 to 10% of 
fidelity losses are said to be in- 
sured. 

All large financial and commer- 
cial institutions carry fidelity cov- 
erage, as do the Federal govern- 
ment, states, cities and other po- 
litical subdivisions. But it is the 
average business man who is not 
covered or only inadequately. 

There is no mystery about the 
bond business, nor about the oper- 
ation of the surety bond under- 
writer’s mind. Fidelity insurance 
is as simple as any insurance can 
possibly be. The contracts are sim- 
ple; the client knows all about the 
hazards involved; the rates are 
easy to understand and apply; and 
last but not least the field of op- 
portunity is unlimited with lists 
of prospects already in your files. 
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And so it would seem that the 
casualty and surety business pre- 
sents for the future great potential 
wealth for the producer. 

To meet the insurance protec- 
tion requirements of new laws, 
new methods of doing business, 
changes in industry, new inven- 
tions and changes in methods of 
living, new coverages will have to 
be drafted and old coverages 
adapted. We already have ex- 
tensive fields which will stand 
much more intensive cultivation, 
yielding large increases in casualty 
and surety premium volume and 
we will have new fields of yet un- 


known extent to develop. 
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Also from Col. Proctor’s pen are the 
following two thoughts: 
First, How Insurance 
Needs of the Public: 
Progress of mankind in the past 
century has been phenomenal and 
insurance has played an important 
part in this progress. It has 
furnished security so necessary to 
mankind in individual and busi- 
ness life, has flattened out the loss 
curve and has helped to keep the 
ship of human endeavor on an 
even keel economically. 
Unquestionably, many many 
large commercial enterprises never 
could have been carried through 
except for the security offered by 
insurance against the underlying 


Meets the 


hazards that went with the enter- 
prise. 

In these great accomplishments 
lies the answer as to whether the 
insurance contract is a fair con- 
tract, adequately drafted and 


equitably consummated to meet 
the requirements of the public. 








COL. RALPH F. PROCTOR 


Second, The Price of Insurance: 

The basis for arriving at the 
price of insurance is experience, 
and the experience figures over a 
long period of years show that 
the companies are making only a 
fair profit. The price necessarily 
must be fair, as there is in fact an 
open market, and the companies 
must of necessity establish fair 
rates in order to make the con- 
tracts marketable. 














INTERVIEWS 


“Veni Vidi Vici” 











‘‘A Non-Stock Man Goes Stock’”’ 





Report.of an Actual Interview in Which a Non-Stock Man 
Applies for a Fob as Special Agent with a 


Stock Casualty-Surety 


Company 





ANONYMOUS 


handed me the 
card of a attractive 
man who was, and still 

ested in making a connection with 
my company as a special agent. 
He seemed to have every requi- 
site of a real producer and un- 
doubtedly would have been con- 
sidered were it not for the fact 
that his entire training had been 
in the field of direct-writing non- 
stock insurance. His technical in- 
formation on policy coverage was 
what it should be and he knew 
his lines well. But he had little 
or no conception of the 
direct, stock company method of 


* My 


secretary 
very young 


inter- 


non- 


operation through the great Ameri- 
can Agency System. 


INTERVIEWER: Why should you, a 
successful representative of one of the 
more prominent direct writing non- 
stock companies, be interested in a job 
as special agent with a non-direct stock 
company? (To this question and others 
the answers were the most illuminating 
I have ever heard from a non-stock 
salesman.) 

APPLICANT: Because, first of all, I 
have not much to sell as compared 
with the average stock agent. In the 
final analysis, all I have to talk about 
is a dividend and, when the matter of 
perhaps twenty percent on the insur- 
ance premium of the average policy- 
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holder is involved, I hang my hat on a 
very shaky prop. 

Invariably the prospective policy- 
holder asks me about service in the 
event of loss and then he really has me. 
Where is my claim man located, and 
where is my office if I am needed at 
the time of loss? 

Well, mv office is in my home and I 
haven’t any claim representative and 
furthermore probably I'll not be avail- 
able in the event of loss for I am a sales- 
man out hustling up new business. 

Why, if your stock agents and all 
special agents would only tell their 
story and talk about service, and com- 
pare it with the small dividend, then 
the average man would be completely 
out of my reach. The home owner who 
thinks in terms of ten or twenty-dollar 
savings would hardly talk to me, I am 
sure. 

INTERVIEWER: You say you have no 
office. How and where do you handle 
the business that you sell? You say that 
you are new in this great city, that 
you know no one. Where do your 
prospects come from? 

APPLICANT: Well, it’s a long story. 
Many months ago I came here cold. 
Not a prospect did I have. Here was a 
city in which I was to build my future. 
I have no transportation furnished 
me, no expense account, and my sal- 
ary is less than $1,800 a year. 

On my first day on the job, I went 
to the largest office building in town 
and I started at the top and worked 
down. I made my thirty calls a day; 
you see, I must make thirty calls a day 
to get an average of six good inter- 
views, for I cannot keep up my sales 
on less than six live prospects a day. 


I don’t sell all of them by any means 
but those I don’t sell, I diary ahead 
in my expiration file and when I have 
an accumulation of two hundred ex- 
pirations every month, then I have 
live prospects to work on all the time. 
It goes without saying that I must 
make new calls every day, for two 
hundred prospects must be in my ex- 
piration file on the first of every 
month. I work not only every day but 
four evenings a week as well, calling 
upon prospects, and by this schedule 
of work I manage to keep myself 
among the leaders in my company. 

INTERVIEWER: But you are a thor- 
oughly competent non-stock salesman, 
one of the best. I still do not under- 
stand why you are at all interested in 
getting into the non-direct field. If 
you are successful in your work, under 
those conditions, why do you want to 
change? 

APPLICANT: I want to change be- 
cause I can see clearly that there is no 
security for me in the field of direct- 
writing non-stock insurance. I have 
been in it for ten years and have con- 
sistently been a producer, yet I know 
that since my future is based on new 
business and not renewals, I must click 
every week. 

Suppose, for example, I should be 
disabled and could not produce. It is 
the history of our business that “he 
who does not work does not eat.” 

Even more important to me, and to 
the entire country for that matter, 
is where I and everyone else would be 
when everything goes “‘cooperative” 
and when capital no longer ventures 
into the field for profit? 

Day in and day out I call on men 
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who are earning their livelihood as a of American business, that invested 
direct result of invested capital and capital is entitled to profit. If carried 
where the profit motive exists. to its ultimate conclusion and un- 
Where will we all be when no such checked, it threatens our way of life 
men are available for me to sell? in America. That being true, is there 
I am, unfortunately but directly, any security in the business of non- 
helping to tear down a basic principle stock insurance for me? 


te 


Causes of Loss on Structural Glass 


* Here are some of the most common loss-causes on structural 
glass: 

A sharp blow on the surface between the invisible points of suspension 
may crack or break it. 

Heaving of the ground from freezing and thawing, or erosion from flood 
waters, put an extra strain on the glass, since the plates are set very close 
together with little allowance for contraction or expansion. 


An unusual or persistent strain will tend to separate the glass from its 
support and the plates will fall out. 


Jars and vibrations are easily transmitted from one plate to another 
and the breakage of one puts an extra burden on the neighboring plates. 
This accounts for cracks which run through three or more plates. 


A further idea of the variety of menaces can be had from the foJlowing 
list taken at random from claim department files: (1) Vibration from 
street traffic, (2) Sudden changes in temperature, (3) Settling of building, 
(4) Earthquake, (5) Storm, (6) Undermining of building by flood waters, 
(7) Manhole explosion, (8) Vibration from adjoining shoe repair shop, (9) 
Hub cap thrown from street, (10) Stone thrown by boy, (11) Halloween 
party, (12) Expansion and contraction, (13) Children with wagons, (14) 
Ladder placed against the wall, (15) Ash can hurled by trucksters. 


As in the case of window plates, the cause of breakage in the great ma- 
jority of cases is reported “unknown.” After all, there is not much differ- 
ence in loss frequency between window plates and structural glass, and 
stressing this fact is the best argument for its insurance. — Thomas 


F-P. Cameron. 





@ Safety Instruction Is 
a School Responsibility 


Pushing Downward the Child 
Accident Curve 





National Conservation Bureau’s Summer Field Program 
Will Train 30,000 Teachers in Accident Pre- 
vention. It Is Possible to “‘Educate for Safety” 





KENNETH N. BEADLE 


* Hunpreps of thousands of chil- 
dren will be indirectly reached by 
America’s accident prevention 
story that is being carried to thou- 
sands of teachers this summer. 

With ever-increasing recogni- 
tion being given to safety educa- 
tion, clearly the mandate to the 
schools is for a trained and en- 
thusiastic teaching personnel. 

The Education Division of the 
National Conservation Bureau of 
the Association of Casualty and 
Surety Executives, and the Center 
for Safety Education * (which it 
established and supports at New 
York University), have under- 
taken an intensive program of 
field work which includes lec- 
tures and short institutes or regular 
courses in safety education in over 
sixty colleges and universities. 


*See “Teaching Teachers to Teach 
Safety,” by E. L. Yordan, in Tue Cas- 
UALTY AND SURETY JOURNAL, June, 1940, 
page 49. 


Twenty states will be covered, 
and as a result of this it is expected 
that a total of approximately 30,- 
000 teachers will receive instruc- 
tion in the art of building proper 
attitudes and understanding to 
meet the nation’s accident problem. 


EpucaTING For SAFETY 

Is it possible to “educate for 
safety” and thus hope for a reduc- 
tion in accidents? 

The National Conservation Bu- 
reau believes we can, and that the 
kind of work mentioned here is 
one way of approaching the prob- 
lem. Effects of education are not 
seen as readily as results of enforce- 
ment and engineering, but they 
tend to last longer. 

The schools are looking to 
safety organizations for assistance, 
ideas and materials. It is our 
responsibility to cooperate with 
teacher-training institutes when- 
ever we can and help motivate in- 
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terest in better and more effective 
safety teaching. 

Louisiana State University, Uni- 
versity of Illinois, and Leland- 
Stanford are cooperating with the 
New York University Center for 
Safety Education (Bureau-sup- 


ported) in conducting at each 








KENNETH N. BEADLE 


institution during this summer an 
intensive two-weeks’ course in 
safety education. Ninety tuition 
scholarships for students attending 
the courses at any one of the four 
universities were provided by the 
Center for Safety Education. Men 
and women teachers and super- 
visors of safety education in public 
schools and college teachers of 
safety courses were eligible for 
scholarships. 


A caravan composed of the Di- 
rector of the Center for Safety 
Education and four members of 
the staff moved from one univer- 
sity to another to give lecture- 
demonstrations in the various 
courses. At New York University 
a course in “Supervision in Safety 
Education” was offered from June 
3 to 14, with another course in 
“Program Building in Safety Edu- 
cation” conducted at each of the 
three cooperating universities. 

In addition, Bureau-Center staff 
members are conducting one-day 
college institutes in Louisiana, 
Illinois, Kansas, Missouri, North 
Carolina, Michigan and Georgia, 
with a two-weeks’ course at the 
University of Maine conducted by 
the Bureau’s Educational Director. 


NEGRO INSTRUCTION 


Under the sponsorship of a 
newly organized National Com- 
mittee for Safety Education in 
Negro Schools, the Center will also 
conduct a series of one and two- 
day institutes in nineteen Negro 
teacher-preparing institutions in 
ten southern states. Approximately 
15,000 Negro teachers in ele- 
mentary and secondary schools 
throughout the south are expected 
to attend the summer sessions of 
cooperating institutions and to 
participate in the safety education 
institutes. 

In commenting on the leader- 
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ship training that is planned for 
this summer, Dr. Harry Woodburn 
Chase, Chancellor of New York 
University, says: 


“In the whole field of accident pre- 
vention, the brightest spot in recent 
years has been the reduction of acci- 
dents among children of school age. 
One result of this trend has been to 
stimulate interest in problems of ac- 
cident control among educators. The 
1940 Yearbook of the American 
Association of School Administrators 
is devoted entirely to safety education. 
This Yearbook also emphasizes the 
necessity of training leaders and 
teachers in safety, if the schools are to 
do all that they can to continue push- 
ing downward the child accident 


— N. Y. Sunday News Photo 


curve.” * 


The field work carried on this 
summer initiates many new con- 
tacts, which the Education Divi- 
sion of the National Conservation 
Bureau will follow up during the 
year. 

Through such field work as has 
been described, an opportunity is 
provided for making the National 
Conservation Bureau better known 
throughout the country and for 
building good public relations for 
the continuance of educational 
service in the field of safety. 


* For relative proportion of accident 
fatalities among adults and children, 
see chart on page 29 of this issue. 





@ Who Likes Competition, Anyway? 


Selling ‘“‘Non-Competitive”’ Prospects 





Oil Protects the Motor, Garaging Saves the Finish 
of a Car, But Insurance Protects Everything 
a Man Owns, or May Acquire 





G. MORRIS O’BRIEN 


* How would you like to work in 
a sales field where there are liter- 
ally millions of prospects and little 
or no competition? 

Do you know such a field really 
exists? 

Do you know where to find 
it? 

Do you know how to cultivate 
it? 

This field to which I refer con- 
sists of the millions of uninsured 
motorists in this country, a group 
which has been talked about a 
great deal but which has not yet 
been tapped by agents to any 
great extent as a profitable source 
of premium income. 

Statistics bear this out. Last 
year automobile bodily injury and 
property damage liability premi- 
ums totalled more than $300,- 
000,000, yet only 25 to 30% of the 
motor vehicles on our highways are 
insured. Since there are approxi- 
mately 31,000,000 registered mo- 
tor vehicles in this country, it is at 
once evident that there are almost 
20,000,000 uninsured motorists 
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who are awaiting our attention. * 

Some of these, of course will not 
buy liability insurance at any 
price or on any basis. But a large 
majority of this group can and will 
buy insurance when they are 
shown that they need it and are 
shown all of its advantages to 
them. These uninsureds are “‘non- 
competitive” prospects, most of 
whom have never been solicited. 
I believe that agents, as a whole, 
should concentrate on creating 
new business for themselves in the 
uninsured field rather than trying 
to switch business from one agency 
to another. 

Certainly this is the logical time 
to concentrate on the uninsured 
field. Within the last two years 
the coverage provided under an 
automobile liability policy has 
been broadened. Even more im- 
portant, the cost has been sub- 
stantially reduced. And, remem- 
ber, it is a business truism that as 


*See “Selling the 20,000,000,” by 
W. T. Harper, in THe CasuALTy AND 
Surety JouRNAL, May, 1940, page 34. 





50 THE CASUALTY AND SURETY JOURNAL 


the price goes down, the market 
is broadened. In addition, it is 
anticipated that there will be a 
material increase in automobile 
travel this year and consequently 
the need for insurance will be 
greater than ever. 


SALES ARGUMENTS 


Financial Responsibility. — Many 
of your uninsured prospects are 
in the so-called middle income 
bracket — men and women who, 
as yet, have not accumulated 
large savings or property holdings, 
but who hope and expect in the 
years to come to accumulate 
more. Besides pointing out to this 
type of prospect the financial se- 
curity that an insurance policy 
affords them, it is of utmost im- 
portance to stress the service fea- 
tures of the policy and the way in 
which it may protect their right to 
drive under the financial responsi- 
bility laws. 

These laws, now in effect in 34 
states, the Districtof Columbia and 
eight Canadian provinces, offer 
one of the most convincing sales 
arguments in selling the uninsured 
motorist. 

The “Right” to Drive. — Most 
motorists take for granted their 
right to drive, never stopping to 
think that in those states having 
financial responsibility laws their 
operator’s license can be taken 
away from them if they have an 


accident and are unable to pay 
for the damage done. (Inciden- 
tally, in all but four of the 34 states 
the registration certificate is also 
affected.) 

Naturally, the loss of the right 
to drive can be a catastrophe since 
many uninsured motorists are 
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required to use their cars in the 
course of their work and if they 
cannot drive, their earning ca- 
pacity may be seriously impaired. 
Other motorists use their cars go- 
ing to and from their places of 
employment or for pleasure pur- 
poses, so regardless of their finan- 
cial status, they all have this very 
valuable “‘asset” to be protected. 
Occasionally, you will find that 





SELLING “‘NON-COMPETITIVE” PROSPECTS 5! 


an uninsured prospect will tell 
you that he does not need insur- 
ance protection since in the event 
of a judgment against him he can 
go through bankruptcy, discharge 
the judgment and redeem his li- 
cense. Discharge in bankruptcy, 
however, does not relieve the 
motorist from the requirements of 
financial responsibility laws except 
in four of the states or provinces 
in which they are effective. 

Service Features. — Another ef- 
fective sales feature is the service 
which is such an important part of 
the contract. The investigation 
service, the negotiation of settle- 
ment or the bearing of the cost of 
defense, provisions for furnishing 
release of attachment and appeal 
bonds and the many services which 
a local agent renders, all these 
should be emphasized when you 
are soliciting an uninsured pros- 
pect. 

Price Appeal.— Some of your 
prospects may be unable or un- 
willing to pay the entire annual 
premium in one lump sum, and if 
they raise this objection, be sure 
to make use of the budget plan. 
Many times a man will buy if told 
that the first payment is only 
$10.00 instead of being told that 
the annual premium is $35.00. 

Tell your prospects that the 
premium for automobile insurance 
should be considered just as neces- 
sary an expense as the cost of 


gasoline, oil, garaging, etc. Then 
point out to them that an automo- 
bile liability policy protects every- 
thing they own, or may acquire, 
while the oil they buy protects 
only the motor and the garage 
only the finish of the car; an auto- 
mobile liability policy costs less 
than the annual cost of a garage. 

New Limits. — The $1,000 single 
limit policy, which was announced 
two years ago, has put automo- 
bile liability insurance within the 
means of literally hundreds of 
thousands of new prospects with 
the result that insurance agents 
now have a policy to fit every 
pocketbook just as manufacturers 
have a car for every type of buyer. 

There is no guesswork about the 
statement that the uninsured motor- 
ist who is solicited and shown the 
need, can be sold! Every test has 
proven this and the recent expe- 
rience of 33 Pennsylvania agents is 
typical. These agents concentrated 
on uninsured prospects for several 
weeks. In all, they secured 2220 in- 
terviews and sold 280 automobile 
liability policies, 220 of which 
were sold to previously unin- 
sured motorists! In addition, these 
agents now have 392 excellent 
“follow-up” prospects, many of 
whom are almost certain to pur- 
chase needed insurance. 

If these agents can successfully 
cultivate the uninsured field, you 
can, too! 





@ Many Judges Now Prefer 
Surety Company Bonds 


The Case against Personal Suretyship 





Uniform Qualification Rules Needed, to Apply 
to all Individuals Alike. Advantages 
of Corporate Sureties Shown 





A. C. MILLIKAN 


* SPOT-CHECK surveys of the rec- 
ords of probate courts in different 
sections of the country indicate 
that more than half of the fidu- 
ciary bonds filed in those courts 
during recent years have been 
bonds with personal sureties. 

Larger bonds generally have 
corporate sureties. But records in- 
dicate that the number of rela- 
tively small bonds with personal 
sureties is so great that if surety 
companies had been surety on all 
of them and premium at the man- 
ual rate had been obtained, the 
premium income of the surety 
companies from fiduciary bonds, 
which is now between $10,000,000 
and $11,000,000 annually, would 
have jumped to more than $22,- 
000,000. (See Chart.) 

The fact that many of the bonds 
with personal sureties were for 
small amounts does not indicate 
that the business is not worth so- 
liciting and handling. For in- 
stance, a check-up of a large court 
in Georgia showed that premiums 


at the manual rate on all bonds 
with personal surety would av- 
erage $32, while in an adjoining 
state, a similar check showed that 





POTENTIALITIES IN 
PERSONAL SURETYSHIPS 


Approximate pre- Potential 
mium income of $22,000,000 
surety companies 

from fiduciary 

bonds 


Present 
$11,000,000 




















Vertical shading indicates personal 
suretyships which, were surety com- 
panies surety on all of them at manual 
rates, would double the premium income 
of the companies (producers) 
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the average premium would have 
been $21. 

During the depression, many of 
the judges found that they could 
not collect under personal surety 
bonds. It became apparent that 
many personal sureties did not 
realize when signing a bond that 
they were undertaking a serious 
financial obligation; that they did 
not anticipate a loss; that they set 
up no reserve, had made no pro- 
vision for payment and were 
usually totally unprepared and 
unable to meet the obligation. 

Prompt payment of fiduciary 
claims by surety companies and 
the difficulty or impossibility of 
ollecting from personal sureties 
has created, in recent years, an en- 
tirely different atmosphere in 
many courts on this subject. Be- 
cause of unfavorable experience 
with personal bonds many judges 
now prefer surety company bonds. 
Some have gone farther and have 
established uniform, _ stringent 
rules requiring proposed personal 
sureties to make written applica- 
tion to the court, setting out in de- 
tail their financial condition and 
agreeing not to dispose of their 
property while their suretyship 
continues in force. 


EXAMPLE 


In California, for instance, a statute 
has been passed requiring each pro- 
posed personal surety to file an affi- 


davit that he is worth the amount of 
the bond, over and above all debts 
and liabilities and exclusive of prop- 
erty exempt from execution. Where 
the amount of the bond is over $2,000, 
the affidavit must describe the af- 
fiant’s place of residence and give a 
description of the property which he 
relies upon as qualifying him to sign 
the bond. He must give his estimate of 
the actual cash value of the property, 
the amount of all judgments or liens 
and a statement as to any impedi- 
ment or cloud upon the title. 


Bills are pending in other states. 
In one or two localities, these bills, 
if passed, will make the filing of a 
bond a lien upon the property of 
the personal surety until the es- 
tate in which the bond has been 
filed has been satisfactorily closed. 


Locat ACTION 


Local surety associations can be 
most helpful in reducing the vol- 
ume of personal suretyship by 
concerted activity to secure ade- 
quate legislation or to get rules 
established by probate judges pro- 
viding for strict qualification by 
personal sureties in those courts 
where the judges have had unsatis- 
factory experiences with personal 
bonds. 

Although surety companies 
have recognized for many years 
that they were losing a large pre- 
mium volume annually because of 
personal suretyship, it is only re- 
cently that any concerted action 
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has been taken by the companies 
to combat this situation. 

So long as the courts did not 
recognize that personal sureties 
were usually of little value in pro- 
tecting estates, it was difficult for 
the surety companies to reach 
fiduciaries and heirs of estates di- 
rectly and to put before them the 
advantages of surety company 
bonds, before a personal bond al- 
ready had been filed and ac- 
cepted in the estate in which 
they were interested. 

At a recent meeting of the Court 
and Judicial Bond Committee of 
the Surety Association of America, 
plans were discussed looking to- 
ward concerted action by the as- 
sociation on this important subject. 

Court underwriters believe that 
many judges will welcome legis- 
lation in their states requiring pro- 
posed personal sureties to give 
actual evidence of their continuing 
ability to pay a loss, before ac- 


cepting them on any bond. The 
court underwriters believe also 
that many judges, in states where 
there is no such legislation, will see 
the advantage to their courts of es- 
tablishing uniform qualification 
rules which will be applicable to 
all individuals alike and which will 
take away from the judge the 
burden and embarrassment of de- 
clining to accept persons of doubt- 
ful financial responsibility as surety 
on personal bonds. 

In the larger cities, personal 
suretyship is not an important 
problem. In most of the smaller 
towns and counties it is. Any 
surety company agent can easily 
increase his court bond writings if 
he can get only a reasonable share 
of the bonds now signed by per- 
sonal sureties. If he really does 
this, he will be doing a real service 
to the heirs and creditors of those 
estates, to say nothing of increas- 
ing his own premium income. 





@ Visitor (in editorial rooms of the Journal): ‘‘What do you use that blue 


pencil for?” 


Editor: ‘Well, to make a long story short, it’s to — er — make a long 


story short.” 


@ By hard work and theft the old couple accumulated enough 
to retire. — Classroom Boner reported in the Daily News, 
New York 





¢@ Explained in Simple Terms 


Compensation Rate Making 





Workmen’s Compensation Insurance Rates Are Scientifically 
Calculated. What Every Producer Should Know of 
the Fundamental Basis of These Rates 





WILLIAM F. ROEBER 


* At the outset, it may be stated 
that workmen’s compensation in- 
surance rate making probably has 
been given as much thought and 
study as rate making in connection 
with any other line of casualty 
insurance. Many workmen’s com- 
pensation laws provide rate ap- 
proval by the Insurance Com- 
missioner or other supervising 
official to the effect that the rates 
may be “adequate, reasonable 
and nondiscriminatory.” 

Because workmen’s compensa- 
tion rates must receive the ap- 
proval of such supervising au- 
thorities, it is important that some 
reasonably standard basis of de- 
termining rates be agreed upon 
between the supervising authori- 
ties on the one hand, and the 
carriers on the other, that can be 
used consistently year after year 
and from state to state. 

The present system of rate 
making has been a gradual out- 
growth of repeated attempts to 
find a satisfactory basis for de- 
veloping compensation rates and 


was approved by the National 
Association of Insurance Com- 
missioners in December, 1934, and 
this plan has been used con- 
sistently since that time. 

As in most forms of rate making, 
the experience of the past is used 
as the guide for making future 
rates. It is, of course, realized that 
conditions of the past may not be 
reproduced; industrial activity 
generally may speed up or slow 
down, particular forms of business 
may spring up or die out, wage 
levels may undergo substantial 
changes. 

It has been found, however, that 
attempts to make predictions as to 
what changes in conditions af- 
fecting rates are to take place in 
the future are quite impractical, 
and that such predictions are 
subject to individual judgment 
and often dispute. 

The system of making rates for 
workmen’s compensation insur- 
ance follows this principle: That a 
uniform procedure based upon 
known facts, developed from past 
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experience, if consistently used 
year after year, will arrive at a 
reasonably accurate rate structure 
over a series of years, even if the 
rates for an individual year may 
not exactly fit the conditions of 
that year. 


Unit Is THE STATE 


The unit for workmen’s com- 
pensation rate making purposes is 
an individual state. 

There are, of course, many fac- 
tors which affect workmen’s com- 
pensation insurance. Among these 
are the distribution of industry, 
general economic conditions in- 
cluding levels of wages, the atti- 
tude of employers and employees 
towards the prevention of acci- 
dents and the average cost of 
medical and hospital services. 

Even though it is impractical 
to measure accurately the effect 
of each of these various factors 
upon the experience, their aggre- 
gate effect becomes merged into 
the state experience. The “state” 
experience is fundamental in the 
rate making for that state and the 
so-called “national” experience is 
used only in an incidental way 
and does not affect the basic rate 
levels of a state. 

Rates for each state are re- 
viewed annually to bring the 
latest available experience into the 
rate making picture, at the same 
time that the experience of the 
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earliest year entering into the 
rate making procedure is dropped 
out. Rates resulting from each 
annual review are submitted to 
the state authorities regardless of 
whether they show the need for 
an increase or whether they war- 
rant a decrease. 


WixLLIAM F. ROEBER 


First STEP 


The first step is to determine 
the amount of change required in 
the rate level, up or down, so that 
premiums may, in the aggregate, 
develop a sufficient amount to 
provide for anticipated losses and 
the expenses of conducting the 


Inasmuch as expenses 
in rates as a flat 
of premium, any 


business. 
are included 
percentage 
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change in the general level of 
rates must result from a change in 
the relation of the loss experience 
to premiums and from this rela- 
tionship there has been developed 
the term “‘loss ratio” as a basis for 
rate making. 

However, we must be extremely 
careful how the term “loss ratio” 
is used because without a careful 
identification of the figures enter- 
ing into the computation, a wide 
range of results may be obtained. 

For example, the losses may be 
only “‘paid”’ losses or they may be 
“incurred” losses or they may not 
be exactly related to the premiums 
used in the loss ratio calculation. 
Similarly, premiums may be upon 
a “written,” ‘“‘earned” or other 
basis. 

Therefore, it is important, at 
the outset, that we should under- 
stand the figures we are working 
with. It must be evident that to 


secure an accurate picture, we 
have a set of premiums that are 
directly related to the correspond- 
ing losses. 

Under the unit statistical plan 
applicable in most states, the car- 
riers report to the National Coun- 
cil for each individual policy the 
pertinent facts as to the audited 
payrolls, premiums and incurred 
losses divided among the several 
manual classifications. All policies 
issued by all carriers within a given 
year are segregated into a unit 
referred to as a “‘policy year.” 


(Because policies are generally issued 
for twelve months and because the 
last policy issued in a given year may 
become effective on December 31, a 
policy year really extends over twenty- 
four months. For example, for policy 
year 1938, the first policy becomes 
effective on January 1, 1938, and the 
last policy expires on December 31, 
1939. A study of this point may ex- 





Three Typical Safety Posters for Industry, from the National Conservation Bureau, Accident 
Prevention Division of the Association of Casualty and Surety Executives 
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plain what appears to be a serious lag 
in rate making statistics although in 
reality this delay is much less than is 
commonly realized.) 


ANALYZING THE FIGURES 


Let us now investigate the 
figures derived from this policy 
year experience as they are 
adapted for rate making purposes. 

From the rate making stand- 
point, it is not so important that 
we should know what the losses 
and the premiums were at the 
time these policies were in force, 
as it is what the losses and pre- 
miums would have been under 
current conditions. The losses must 
not only represent their full in- 
curred cost; that is, the payments 
which have already been made 
plus an accurate estimate of addi- 
tional payments until the claims 
are finally closed, but they must 
also be modified to give effect to 
law benefit changes applicable 
since the accidents occurred, and 
they must also be further adjusted, 
upwards or downwards, to bring 
them to their “ultimate’’ cost 
based upon developments of losses 
for previous years. The premiums 
actually collected obviously can- 
not be used because there have 
probably been rate changes since 
the policies were in force. 

Therefore, the process of de- 
termining premiums at current 
collectible rates is resorted to. 


Such premiums are obtained by 
extending the payrolls reported for 
each classification for the policy 
year in question by the current 
manual rate for the same classifi- 
cation, and deducting the factor 
in those manual rates which was 
introduced to offset the effect of 
experience rating. These pre- 
miums, therefore, represent the 
amount of premium which would 
have been collected on the basis of 
current manual rates and the 
application of experience rating. 


Loss Ratio 


With modified incurred losses 
and the corresponding premiums 
at current collectible rates, we are 
prepared to develop the loss ratio, 
which is the fundamental figure in 
the rate making process. 
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Ingenious Safety Installations Guard Life and Limb in American Industry 
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Modified losses +collectible premi- 
ums = loss ratio 

In practice, the two latest avail- 
able policy years are commonly 
combined to determine the loss 
ratio. But once having found our 
state loss ratio, we must have some 
basic figure with which to compare 
it for rate making purposes. This 
basic figure is known as the allow- 
able loss ratio and represents the 
percentage of the premium dollar 
that is available for the payment 
of losses. 

The common deductions from 
the full premium dollar are the 
expense loading and the con- 
tingency loading. The expense 
loading used is normally 40% and 
includes administration and serv- 
ice items, acquisition cost and 
taxes. If the tax item varies from 
the normal amount, the expense 
loading is stepped up or down as 
the case may be. 

In those states where an expense 
constant or policy fee is applicable, 


the expense loading is reduced by 
a percentage calculated to offset 
the additional expense monies re- 
ceived through the application of 
the particular constant. The con- 
tingency loading is a variable 
factor ranging from 0% to 5% and 
is designed to effect a _ result 
whereby the amount of premium 
available for losses over a long 
series of years will exactly equal 
those losses, leaving neither gain 
nor loss. 

Determination of the contin- 
gency loading entails the main- 
tenance of a running record for 
each state of premiums and losses 
on a calendar year basis indicating 
whether since 1933 (the latest year 
available at the time the current 
rate making procedure was intro- 
duced) there has been an ac- 
cumulated underwriting profit or 
loss. If the accumulated profit 
amounts to 2.5% of the earned 
premium for the latest year, the 
contingency loading drops out 
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entirely: if the accumulated profit 
dwindles or becomes an under- 
writing loss, the amount of the 
contingency loading increases but 
never exceeds 5%. 

After having determined the 
allowable loss ratio for the state 
in question, we now compare it 
with the loss ratio as determined 
from the two latest policy years in 
the following way: 


Modified state loss ratio 





Allowable state loss ratio 
Change in rate level indicated by 
experience 


If the modified loss ratio exceeds 
the allowable, an increase in the 
rates for that state is indicated: if 
less, a decrease is in order. 

If we were satisfied that the 
experience of all industries and 
industrial classifications had been 
uniform during the past several 
years, the rate making procedure, 
except for a few minor adjust- 
ments, could stop at this point. 
Under such an arrangement, all 
rates within the state would be 
uniformly increased or decreased 
as indicated by the aggregate loss 
ratio. 

We know, however, that within 
the broad industrial activity of a 
state taken as a whole, there are 
constant changes going on, both 
by major industry groups and by 
individual classifications. There- 
fore, we must endeavor to break 


down the aggregate deficiency or 
redundancy of premiums as indi- 
cated by the loss ratio figures so 
that the effect of any rate change 
may be allocated insofar as pos- 
sible in proportion to the ex- 
perience of the industrial classifi- 
cations. 


SEGREGATION BY 
INDUsTRY GROUPS 


The first step in this break- 
down of the total state rate level 
figure is to segregate the experi- 
ence of the three broad industry 
groups designated as manufactur- 
ing, contracting, and all other. 
Separate loss ratios for each of 
these three industry groups are 
then determined. 

It is quite possible that the loss 
ratio for one of these groups, let us 
say manufacturing, may indicate 
a required increase in rates even 
though the aggregate loss ratio 
for the state as a whole may 
indicate a decrease. It is rare to 
find that the loss ratios for all 
three of the industry groups cor- 
respond with the aggregate loss 
ratio for the state as a whole. 

However, when weighted by 
the amount of premiums within 
each separate group, the loss ratios 
of these three groups must repro- 
duce the general average loss 
ratio of all groups combined. 

After determining the amount 
of rate change indicated for each 
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Safety In Industry, Adequate lighting 
facilities help to prevent accidents 





broad industry group, we must go 
through the process of “‘assessing”’ 


the rate change for each group 
among the individual classifica- 
tions in that group. Within a 
given state, there are compara- 
tively few classifications with suffi- 
cient exposure to develop rates 
that would be relatively stable 
and not seriously affected by fre- 
quent occurrences of, or absence 
from, accidents. In a classification 
with a small payroll exposure, we 
might find several consecutive 
years in which there were no losses. 

Obviously, we know that in 
spite of that record, risks in that 
classification could not be carried 
without any rate whatsoever. This 
period of clean experience might 


be followed by a time with a 
number of very serious accidents 
and a rate based upon this expe- 
rience alone would be equally 
unjust. 

Therefore, it is necessary that 
we have some guide as a basis for 
fixing the comparative rates of 
individual classifications. 

This we have in the form of na- 
tional pure premiums which repre- 
sent the countrywide experience 
for each separate industrial classi- 
fication adjusted to a common 
level. These national pure pre- 
miums do not represent rates, but 
are in reality a series of index 
numbers of average hazard rela- 
tivity among industry classifica- 
tions. These index numbers, or 
pure premiums, are translated to 
the level of the rates for the state 
under review, but, except as an 
indication of hazard relativity, the 
actual experience of no other state 
enters into the rate making pro- 
cedure. 

The experience for each indi- 
vidual classification within the 
state is separately tabulated and 
for such classifications that have 
a sizable payroll exposure, the na- 
tional indices of hazard relativity 
are altered completely or partly on 
the basis of the state’s own expe- 
rience. The extent to which the 
state experience for individual 
classifications is used, is based upon 
established criteria but an ex- 
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planation would take more space 
than is now available. When these 
adjustments have been made in the 
hazard relativity indices, the in- 
dex numbers for all classifications 
to the state level 


are translated 


and represent a series of rates to 


cover the loss portion of the 
premium only. 

These tentative “‘rates”’ or “pure 
premiums” are applied to the 
payrolls for the policy years being 
used, to determine by actual test 
if they are reproducing the amount 
of premium indicated to be neces- 
sary from the calculation of the 
industry group loss ratios. 

The results of the three industry 
groups are then combined to see 
that they reproduce the aggregate 
amount of premium indicated as 
necessary for the payment of losses 
for the state as a whole. If this test 
shows any material variation, cor- 
rection factors are included. 

After this test to show that the 
proposed rates will produce in the 
ageregate the amount indicated 
by the loss ratio calculation, two 
additional adjustments may be 
necessary. If current statistics indi- 
cate an off-balance of the experi- 
ence rating plan, the rates must 
be adjusted to correspond to this 
off-balance. 

Similarly, if loss constants are 
applicable within the state, the 


rates must be reduced by an 


amount equivalent to the premium 
that would be collected from such 
loss constants. The rate making 
procedure is now substantially 
complete except, of course, that 
the pure premiums must be aug- 
mented by the appropriate per- 
centage for the expense loading 
and by the addition of $.01 in each 
rate provided as a catastrophe 
loading. 

In conclusion, it may be well to 
again point out that: 


(1) In the rate making procedure, 
no arbitrary factors are used. 

(2) The loss portion of the rates 
within a given state is based entirely 
upon the loss experience within that 
state. This fact may well be given 
consideration because in large meas- 
ure, industry within a state is respon- 
sible for its own loss experience. 

(3) The national experience does 
not enter into the rate making process 
for a given state except as a supple- 
ment to the state experience in deter- 
mining the relative hazard of indi- 
vidual industries. 

(4) Before the rates are finally cal- 
culated, an exhaustive test is made to 
determine that the rates as proposed 
will reproduce the aggregate amount 
of premium indicated as necessary by 
the state experience. 


Epirors Note. — For a full exposi- 
tion of this subject, see Workmen’s 
Compensation Insurance, by Clarence 
W. Hobbs, McGraw-Hill Book Com- 
pany, New York. 1939. 707 pages. 
$5.00. 
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Erwin H. Luecke was born and edu- 
cated in St. Louis, and became con- 
nected with the Fidelity and Casualty 
office there 15 years ago. General lines 
special agent in Missouri and Iowa, 
1925 to 1929, since when has served 
the Fidelity and Casualty at South 
Bend, Sioux Falls, and again at St. 
Louis. Since January, 1938, at Home 
Office as Superintendent of Casualty 
Production Division, of Agency De- 
partment. (Burglary, Robbery, Theft 
and Larceny, page 3.) 


James M. McCormack is Commis- 
sioner of Insurance and Banking of 
the State of Tennessee. (The Pro- 
ducer’s Service Is Worth Money, page 7.) 


A. C. MILLIKAN is a Vice President of 
the National Surety Corporation, 
N. Y. Started his surety experience 
with Federal Union Surety, then did 
agency work with the old National 
Surety in Indianapolis. Came _ to 
Home Office of National Surety in 
1914 in the Court Department, and 
eventually took over the management 
of that department. (The Case Against 
Personal Suretyship, page 52.) 


ArTHUR D. Cronin, head of the Bos- 
ton insurance brokerage firm bearing 
his name, opened his own office as 
an independent broker in 1927. He is 
a past President of the Insurance So- 
ciety of Massachusetts; a Director of 


the Associated Agents and Brokers, 
an Executive Councillor of the Insur- 
ance Brokers Association; and a mem- 
ber of The American Legion, Cham- 
ber of Commerce, City Club, Engi- 
neers’ Club and the Insurance Federa- 
tion of Massachusetts. (Insurance “*Mid- 
dlemen’’ Serve the Public, page 17.) 


R. W. Forsuay is Chairman of the 
Rural Agents Committee, N.A.I.A. 
University of Iowa. Past President 
of the Iowa Association of Insurance 
Agents, and now National Councillor 
for Iowa. Operates in the town of 
Anita, Iowa. “Don’t try to find Anita 
on the map,” he writes, “‘because it 
is pretty small.” (What’s Ahead in 
Rural Business, page 30.) 


Joun S. KaAurMan is Assistant Agency 
Superintendent of the General Acci- 
dent Fire and Life Assurance Corpora- 
tion, Ltd., Philadelphia. University 
of Pennsylvania. Joined underwriting 
staff of General Accident in 1930; later 
became Springfield, Massachusetts, 
Branch Manager. Returned to Phil- 
adelphia January, 1939, and since then 
has been active in agency and produc- 
tion work. (Js the Insurance Agent a 
Professional Man?, page 35.) 


Epwarp R. Grawnniss is Director, 
Industrial Division, National Con- 
servation Bureau of the Association 
of Casualty and Surety Executives. 





64 THE CASUALTY AND SURETY JOURNAL 


Brown University. After manufactur- 
ing experience, joined Travelers (guard 
design department) in Hartford, later 
as field inspector and safety engineer. 
Subsequently, Industrial Staff En- 


gineer, National Safety Council, Chi- 
cago. (Some Safety “Firsts,” page 13.) 


W. F. Roeser is General Manager of 
the National Council on Compensa- 
tion Insurance. University of Cali- 
fornia. With California State In- 
surance Fund eventually as Assistant 
Comptroller. With National Council 
since 1923, its General Manager since 
1930. Member, Casualty Actuarial 
Society. (Compensation Rate Making, 


page 55.) 


Cot. Rate F. Proctor, who died 
May 29, was Manager of the Fidelity 
and Surety Department of the As- 
sociation of Casualty and Surety 
Executives. Cornell. Past President 
of Baltimore Chapter, American So- 
ciety of Civil Engineers. Formerly of 
Williams, Proctor and Potter, New 
York, civil and sanitary engineers; 
Construction Quartermaster, Camp 
Meade, U. S. A. Later, Vice Presi- 
dent, Maryland Casualty, Baltimore. 
(What’s Ahead in Casualty-Surety?, page 
41.) 


Wayne Merrick is Director of In- 
vestigations, Claims Bureau, Associa- 
tion of Casualty and Surety Executives. 
LL.B., National University LawSchool, 
Washington, D. C. Special Agent, 
FBI, for nearly nine years. Chief In- 
vestigator, Staff of Thomas E. Dewey, 
Special Prosecutor, New York County, 


for nearly three years. (The Claims 
Bureau, page 21.) 


Ray Murpny is Assistant Manager of 
the Association of Casualty and Surety 
Executives, where, in addition to 
many executive and administrative 
responsibilities, he is head of the 
Public and Agency Relations Depart- 
ment. University of Iowa. Admitted 
to the bar, Iowa and Oregon. Former 
Insurance Commissioner of Iowa and 
past National Commander, American 
Legion. (Demonstrating the Value of 
Stock Company Insurance, page 25.) 


KENNETH N. BEADLE is Director of the 
Education Division, National Conser- 
vation Bureau, of the Association of 
Casualty and Surety Executives, and 
Instructor at New York University. 
Former Supervisor of Safety Educa- 
tion, for the public schools of St. Paul, 
Minn. 1939 member of summer fac- 
ulties at Universities of Oregon and 
Minnesota, teaching courses in safety 
education. Has conducted teacher 
safety education institutes in several 
states and has lectured in various 
teachers colleges. Graduate, Univer- 
sity of Minnesota, B.S.; New York 
University, M.A. (Pushing Downward 
the Child Accident Curve, page 45.) 


G. Morris O’Brien is a member of the 
Aetna Home Office staff devoting 
special attention to developing auto- 
mobile business, following insurance 
selling experience dating back to 1921, 
in Little Rock, New Orleans, and 
Dallas. (Selling ‘‘Non-Competitive” Pros- 
pects, page 49.) 
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The need for insurance among business concerns is greater than even 
the insurance agents realize. — George S. Stroud, Vice President and 
General Manager, New Utica Store, Des Moines, Iowa 





